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Preface 


Accounting Education is presently at the cross-road demanding 
the collective thought of academicians and professional accountants 
for a more pragmatic reorientation and improvement. The present 
research study is a modest attempt to that direction. 


The project entitled Accounting Education in India : A Critical 
Estimate of the Existing System and its Possible Improvement was 
sponsored by the University of Calcutta under the research scheme 
of the Department of Special Assistance (DSA) in Commerce 
sanctioned by the University Grants Commission, New Delhi. The 
publication of this volume is also financed by the University of 
Calcutta under the said scheme. 


The present volume is the result of my sustained efforts on 
the subject at the national and international levels during the last 
few years. Among the notable publications and conference papers 
made by me in this respect, the following may be mentioned : 


e ‘Development of Accounting in India : In Retrospect and 
Prospect, Research Bulletin, ICW AI, July 1987. 

e ‘Corporate Financial Reporting in India’, Silver Jubilee 
Commemorative Volume, Burdwan University, 1988. 

e ‘Accounting Education in the Perspective of Economic 
Development in India : The Role of Professional Institutes’ 
paper presented at the First Astan Pacific Conference on 
International Accounting Issues at California, October 1989. 

e ‘Harmonization of Accounting Standards in some SAARC 
countries — A study with reference to India' in Contemporary 
Issues in Accounting Research, ed. B. Banerjee, [AA Research 
Foundation, 1991. 

e ‘Presidential Address’ on Accounting Education, Indian 
Journal of Accounting, December, 1991. 

e "Accounting Education In India’ in K. Anyane-Ntow (ed.), 
A Global and Socio-Economic Perspective of Accounting 
Education and Certification Process, Pergamon Press, U.K. 
1992. 





€ ‘Ethics in Accounting—An Education Perspective’, The 
Management Accountant, October, 1993. 


€ ‘Accounting Education in the Perspective of Economic 
Development in India : In Retrospect and Prospect’ in Jane 
O. Burns and Belverd E. Needles, Jr. (ed.), Accounting 
Education for the 21st Century : The Global Challenges, 
American Accounting Association, 1994. ` 


| hope, my efforts will provoke further research works in this area 
and will also help reorientation and improvement of accounting 
education in India. I look forward to receiving constructive 
criticisms. 
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One 


Introduction 


1.1 Economic development & accounting education 

Economic development is essentially a dual process 
encompassing (i) a transition from economic stagnation to economic 
progress by increasing GNP per capita over time and (ii) a 
transformation. through initiating and sustaining a series of 
structural, social and economic improvements. The analysis of, and 
planning for, such a process calls for extensive quantitative 
(econometric) model-building which in turn prerequires the 
existence of accounting information system. This is because 
accounting is an "information measurement, reporting and control 
system covering both micro and macro economic activities' 
(Enthoven, 1985), that take place in our socio-economic 
environment. It is imperative, therefore, that accounting be 
fine-tuned to the economic fabric and the requirements of the 
society in which it operates. 

In this connection, it is interesting to note that the present 
century has witnessed phenomenal changes in the international 
socio-economic arena in terms of (a) Third world economic develop- 
ment, (b) regionalization and internationalization, (c) emergence 
and growth of multinational corporations (MNCs), (d) social 
responsibility awareness, (e) globalization and (f) international 
communication. Each of these changes has greatly enhanced the 
horizon of the accounting discipline, the significance of the 
accounting profession, the social role of the accountant and the 
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status and standard of accounting education in most countries 
(Banerjee, 1994). 

While economic development is a sine qua non in the life of 
both developed and developing economies, its urgency is more 
palpable in developing economies striving for greater economic 
self-reliance and faster technological innovation and progress. 
Moreover, since accounting serves to measure economic activities 
and to design and evaluate development plans and policies, the 
accountant's role in such economies should be increasingly directed 
toward the management of national resources by engaging in 
productivity measurement, social cost-benefit analvsis, pricing 
decisions, tax structure formulation and administration, internal 
audit, national income accounting, government accounting and 
budgeting and designing decision support system. Unfortunately, 
however, in most of the developing countries, accounting systems 
suffer from technical, operational, behavioural and socio-economic 
deficiencies which may be attributed to historical, cultural and 
educational factors. While practice tends to be stewardship-oriented, 
with a heavy bias toward accountability, the theory is reduced 
merely to a set of rules. This ‘strong enterprise/financial 
accounting /stewardship basis’ (Enthoven, 1985) has eclipsed the 
growth of real accounting education. What goes by the name of 
accounting ‘education’ has in fact been a ‘training’ of accountants 
by a ritual drilling of established rules and procedures in many 
countries of the world. In other words, ‘accounting education’ is 
presently at the cross-road demanding the collective thought of 
academics and professionals for a more pragmatic reorientation 
and improvement (Banerjee, 1991). The instant research Study is a 
modest attempt to that direction. 


1.2 Literature review 


There have not been serious attempts so far to make any study 
on accounting education in India. A number of research 
publications have, however, been made by different authors on 
some aspects of commerce education in India. These include : 
Business Education—A Dossier (Dasgupta, 1959), History of the 
Accountancy Profession in India (Kapadia, 1973) and Commerce 
Education in India (Bhorali, 1987). Dasgupta’s edited volume is an 
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excellent piece of work comprising eighteen articles of which ten 
were contributed by the editor himself. It deals with aims and 
problems of commerce education in the university and at secondary 
level, qualifications of commerce teachers, commerce education in 
a few European countries, e.g., Great Britain, Switzerland and 
Germany and that in the U.S. A. The volume contains contemporary 
issues relating to commerce education upto 1957. But commerce 
education at that time was at its initial stage and many significant 
developments took place in the subsequent decades. Kapadia's 
publication gives a good account of early history of commerce 
education in India and deals particularly with the role of the 
Institute of Chartered Accountants of India in promoting 
professional accounting education. It does not, however, include 
various aspects of commerce/accounting education at the 
university level 2fter independence. It also ignores the role of the 
other professional institute, viz., the Institute of Cost and Works 
Accountants of India, in furthering the cause of accounting 
education. Last but not the least, Bhorali's Commerce Education 
in India contains nineteen well-written papers contributed by the 
authors to a seminar on the subject organised by the Department 
of Commerce, Gauhati University. Although the book deals with 
a few general problems of commerce education in the country, the 
major thrust of this volume is, however, on the north-eastern region. 
A number of distinguished academics also published articles on 
different aspects of commerce education in India. These include : 
(1) Emerging Dimensions of Business Education and Research 
(Bhandari, 1973), (2) An Enquiry into the Nature of Placement of 
the Successful M. Com. Students of the University of Calcutta 
(Sarker, 1979) and (3) Trends in Research in Commerce in South 
Indian Universities (Satyanarayana, 1987). In spite of these works, 
there remains a justification for a separate study encompassing all 
the dimensions of accounting education and research in India, 
many aspects of which have not been explored as yet. 


L3 Objectives of the study 
The broad objective of our study is to examine the state of 
accounting education in the country and suggest ways and means 
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for its development. In particular, it seeks to deal with the following 
issues ; 

What aro the objectives of accounting education in the 
country ? 

What is the role of universities and professional institutions 
in imparting accounting education ? 

How do corporate enterprises and regulatory legal framework 
contribute to the development of accounting education in India ? 

Why has accounting not developed to the extent that other 
social sciences have ? 

What should be the course structure and syllabi of accounting 
education at different levels ? 

What are the reasons for lack of proper coordination between 
different levels of education, between academic and professional 
institutions and that between industrial and educational institutions 
and how can proper coordination between them be ensured ? 

What are the defects in the methodology of imparting 
accounting education and how can they be mitigated ? 

Are the accounting academics playing effective role in 
imparting education to the students ? 

How should we strive for uniformity, if any, in the curricula 
of different universities in the country ? 

What is the state of accounting research ? 

Why is the state of accounting research so poor and how 
should we improve it ? 

Many more similar questions could be raised. In short, the 
present study covers almost all the relevant aspects of accounting 
education, makes an indepth analysis into its various problems 
and suggests ways and means for improvement of the state of 
accounting education in India. 


1.4 Methodology 

An extensive survey of the education system in India since 
1913 has been made. The reason for selecting 1913 as the starting 
point in the pre-independence period is that since the enactment 
of the Companies Act, 1913, vocational education in the country 
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got a particular shape. This had its own impact on the university 
commerce education system. 

The study is based on the information available from 
universities, professional institutions and other sources. Reports of 
various committees set up by the Government of India on commerce 
education and works done by individuals and institutions in this 
respect were examined. For determining the respective roles of the 
various regulatory bodiés /agencies, a survey of the actions taken 
by them has been made. This relates to not only survey of relevant 
literature available but also visits to various bodies and different 
universities. Data from primary and secondary sources have been 
collected, processed and interpreted. This is supplemented by 
personal interviews and questionnaires where necessary. 

A selective approach has, however, been made in the survey. 
Thirtynine universities apart from two professional institutions, 
viz. The Institute of Chartered Accountants of India and The 
Institute of Cost and Works Accountants of India, were selected. 
The questionnaire was sent to the Heads of the Departments of 
Commerce in thirtynine universities in India. In selecting the 
universities twentyfive states and Union Territories were taken 
into consideration in order to ensure that at least one university 
was selected in the primary sample from each state. In order to 
broad-base the study, 139 participants of one Orientation and four 
Refresher Courses conducted by Academic Staff Colleges at 
different universities were also approached. A separate set of 
questionnaire was sent to selected professionally qualified 
accountants having post-graduate degree. The Institute of Cost and 
Works Accountants of India was selected for the purpose. The 
results of the survey are presented in Chapter 6. 


1.5 The design of the study 
The study has been completed in six chapters as stated below. 
Chapter 1 : Introduction 
Chapter 2 : The Role of Professional Institutes in the 
Accounting Education in India 
Chapter 3 : Accounting Education at the College and University 
levels 
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Chapter 4: Contribution of the Corporate Sector to 
Accounting Education and Research 

Chapter 5 : Accounting Researches in India : In Retrospect and 
Prospect 

Chapter 6 : An Empirical Study. 


1.6 Objectives of accounting education 


The effectiveness of any education system largely depends 
upon a number of factors, namely, (i) clarity of its aims and objectives, 
(ii) quality of students and teachers, (iii) effective teaching, (iv) effective 
administration, (v) industry response to the system, and (vi) good 
environment, to mention a few. So, before we pass on to the 
evolution of accounting «education in India prior to her 
independence, we discuss briefly 'objectives' here while the other 
factors are discussed at appropriate places subsequently in other 
chapters. 

An early history of commerce education in India shows that 
the main object was to impart a vocational education i.e. chief 
gainful pursuit or special means of ‘making a livelihood’. But for 
an individual, it must be both for ‘making a living’ (vocational) 
and for “making a life’ (cultural). Thus, full education involves 
both ‘vocational’ education and ‘cultural’ education (Dasgupta, 
1959, p.1). These two aspects of educatipn are not different but 
are only phases of the same process. The University Education 
Commission (1949) also agreed with this view and suggested that 
the difference between professional education and general 
education is not so much of kind. The Secondary Education 
Commission (1953) writing on culture observed that "with the great 
advances during the last hundred years, in science and technology, 
the concept of culture itself has become wider and more 
comprehensive ; science and technique are as much a part of it as 
the older disciplines of liberal studies". The University Education 
Commission while identifying “aims of university education’ stated 
that "the purpose of all education, it is admitted by thinkers of 
East and West, is to provide a coherent picture of the universe 
and an integrated way of life. We must obtain through it a sense 
of perspective, a synoptic vision, a samanvaya of the different items 
of knowledge.” The aim of any education, vocation or otherwise, 
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is not to make ‘your brain a store-house of information which runs 
nots there, undigested all your life" (Swami Vivekananda). The 
predominant aim of any education is to inculcate qualities of mind 
necessary for both individual and social progress and to develop 
the ability of ‘expert discernment in all things’. 

Two points need to be emphasised in the context of commerce 
education. Firstly, the needs of the business houses change 
continuously and to suit their needs there should be some shift in 
the degree of emphasis on the vocational or other aspect of 
education. Secondly, business houses throughout the world try to 
recruit persons with a sound educational background and then 
train them up within the establishments to suit their own 
requirements. Therefore, they do not expect of educational 
institutions to produce ‘ready-made human products’ for 
immediate use in business. 

Way back in 1956, in one of the conferences of the college and 
university teachers (Dasgupta, pp. 70-71), the object of commerce 
education, in an integrated course, i.e. from higher secondary to 
post-graduate level, was defined as follows : 

(a) af junior levels (up to intermediate stage)—only to introduce a commercial 
bias and to provide a background knowledge of the business world and its 
ramifications ; some training of marketable value might also be needed 
under Indian conditions ; 

(b) at first degree level—to acquaint the students with different business functions 
such as Accounting, Law, Organisation, etc. in a generalized manner and to 
develop an analytic approach to these different functions with reference to 
practical illustrations so that the recipient may be made aware of the adap- 
tations of principles to practice ; 

(c) at post-graduate level—to give specialized education and training in the 
different branches of business functions through intensive methods on the 
basis of post-graduate diplomas. The general post-graduate degree can then 
be viewed as a course of 'sandwitch type’ or ‘co-operative type’ for profes- 

sional business executives or middle cadre management. 

It may be mentioned that the Secondary Education Commission, 
Jknown as the Mudaliar Commission, while recommending 
vocational streams within the higher secondary school curriculum, 
observed that ‘the educational programme will not be narrowly 
vocational, but will have a definite vocational bias.’ But the higher 
secondary course in commerce introduced in early sixties (having 
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one of the courses as the commerce stream and the other the 
vocational stream) failed to achieve its objectives and accordingly 
undergone considerable changes in approach in many states in 
India. Presently, it is conceived to have no division on streams—a 
wide range of choice of interdisciplinary subjects is permitted. 
However, in reality, "the course has become a prototype of the 
erstwhile Intermediate course of the university” (Mukherjee, 1994). 
Similarly, there is doubt about the success of the commerce 
education at the post-graduate level (Sarker, 1979). 

A Special Committee on Commerce Education was appointed 
by the Government of India with V.K.R.V. Rao as the chairman 
(1958). The Committee submitted its report in 1961. According to 
the Rao Committee the typicalities of commerce courses have to 
subscribe broadly to both academic and vocational requirements 
at different levels. The core of the observations of the Committee 
continues to be relevant even today (Chattopadhyay, 1987). Some 
of the important recommendations of the Special Committee may 
be summed up as follows : 

(1) Commerce courses of universities are not only to provide the 
infrastructure of professional education in accountancy and 
cost accountancy, etc., but also to pave the way forspecializa- 
tion in different disciplines /areas included in the courses. 

(2) Commerce education of universities is not a competitor of 
the professional courses ; its role is complementary, and 

(3 Commerce and management education should be con- 
sidered on discrete terms. 

Before we proceed further, a brief discussion on the various forms 
of education—commerce education, business education, 
management education and professional accounting education— 
has become imperative at this stage. Commerce education is 
expected to develop knowledge of the principles and practices of 
commerce, to understand and analyse the structure and operations 
of the world of business, to recognise and analyse commercial data 
as they relate to specific situations, establish cause and effect 
relationship between commercial phenomena and arrive at an 
informed judgment regarding policy situations arising in the course 
of business. Cultivating a certain quality of mind and attitude to 
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life, broadly called the liberalizing function of education, is also 
there in commerce education but what distinguishes it from Arts 
or Science is preparing for specific function related to work and 
living. In many countries "business education’ is used as a synonym 
of 'commerce education' and these two terms are used 
interchangeably. Dasgupta (1959) while narrating business 
education in the U.S.A. (p. 168) observed as follows : 


Business or commerce education seems to have been developed in 
the United States on the basis of some distinctive features of its own. 
First, business and therefore education for it, has ever enjoyed a high 
recognition and status......Secnd, business education is looked upon 
as an integral part of business itself, whether in organisation, operation 
or management. Third, in business educalion the accent appears to 
be on the first word, business.......Education for business is to follow 
business in the framing and functioning of effective programmes. ..... 
it must respond to the changes in commercial methods and organiza- 
lion. 
According to the University Education Commission, 'business 
education should be so organised as to prepare youth for the 
management of economic institutions whether those institutions 
be business firms, labour unions, government economic agencies 
or other types of operating organisations." We have discussed 
various aspects of commerce education at the college and the 
university levels in chapter 3. However, there is no denying the 
fact that, for very many reasons, commerce education in our country 
could not get the kind of academic recognition it deserved. It has 
failed at least on two counts : firstly, the failure of the discipline 
to attract really talented students and secondly, the failure of the 
students of this course [o occupy, by and large, responsible positions 
in business houses and also to enthuse any significant number of 
them to take up independent business career (Sarker, 1979). 5o, 
there is need for examining seriously the problems and prospects 
of commerce education in order to try to put it to right direction. 


Bhandari (1973) has used the term “business education’ in a 
wider sense. According to him, it has four dimensions, namely, 
management education, commerce education, professional 
education carried out in the organized sector as well as unorganized 
sector of private effort and the activities of academic institutions. 
The mid-fifties were characterised by the introduction of 
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management courses first in selected universities and then in the 
Institutes of Management at the initiative of the Government of 
India. This gave ‘a new dimension to business education in India’. 
Today, management education has received tremendous 
popularity. It has virtually eclipsed commerce education. 
Management education is now imparted by many universities and 
management institutes in the public sector and also by many 
institutes in the private sector. The thrust of these courses is to 
develop students with skills that help managerial decisions in 
different sectors of the economy. 

Professional education is, however, considered on a separate 
footing. It ‘is different from general education, not so much in its 
subject matter as in its method, outlook and objective’ (University 
Education Commission). A profession may be defined to mean the 
pursuit of some specialized or expert knowledge and skill which 
can be acquired only by sustained education and training and the 
practice of which must involve adherence to a recognized code of 
conduct and exercise of a certain degree of free judgment. Among 
the professional organisations, in the field of business education, 
the Indian Bodies which have received statutory recognition are : 
(1) The Institute of Chartered Accountants of India (1949) ; (2) The 
Institute of Cost and Works Accountants of India (1959) ; (3) The 
Indian Institute of Bankers (1929) and (4) the Institute of Company 
Secretaries of India (1968). Since we are more concerned with 
accounting education in the country, the role of the first two 
professional institutes is analysed in chapter 2. But a few lines on 
the objectives of accounting education will not be out of context. 

Accounting education throughout the world has assumed an 
added significance today because accounting is now broadly viewed 
as 'the process of identifying, measuring and communicating 
economic information to permit informed judgments and decisions 
by the users of the information.' The functions of accounting are 
generally relating to other parties' demand for information about 
past, present and future economic activities. The modern economic 
activities are characterized by complicated organizational systems, 
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the management whereof calls for a large amount of quantitative 
information. Earlier, we have discussed the role of accounting in 
accelerating economic development, particularly in a developing 
economy. The uncertainties that are found in the operations of 
modern enterprises require advance planning which is becoming 
more and more sophisticated. The type of information required 
and the nature of uses to which accounting and other quantitative 
information are being put these days have become so varied that 
specialized training is required. The role of the professional 
accountant or the academic accountant has assumed tremendous 
importance in today's environment. The education s ystem, whether 
imparted by the professional institutes or by the universities, needs 
some orientation having regard to the emerging changes in the 
socio-economic conditions. 

In this connection, it may also be mentioned that change in 
the education for accountants lags far behind change that has 
already been experienced and that continues to occur in accounting 
practice and in business. The practice of accounting has become 
both broader and more specialised. The breadth of knowledge 
required to support an audit of complex business organisation has 
grown dramatically. At the same time, the importance of highly 
specialised knowledge in certain industries as well as in specialised 
functions has grown in importance. So, in view of many significant 
changes occurring in the practice of accounting and the overall 
environment of accounting and business, it is appropriate that we 
'embark on a concerted effort to review and revitalize the 
accounting education enterprise' (Mueller & Simmons, 1989). Let 
us now have some idea about the objectives of accounting 
education. 

The mission an accounting education is, broadly speaking, first, 
to prepare individuals to be good citizens, second to have a good 
understanding of business, and third, to have the foundation for 
becoming a professional accountant (Williams, 1991). Accounting 
education includes, in the broader view, teaching, research and 
practice. Innovative teaching paves the way for research whereas 
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research findings may be used as inputs in effective teaching. There 
should also be continuing co-operation between teaching, research 
and practice. 

Of late, education is viewed as a learning process—a process 
that never ends and continues for whole life. The base on which 
life-long learning is built has three components : skills, knowledge 
and professional orientation (Boyer, 1990). The observation of the 
University Education Commission on the aims of university 
education, made about four decades ago, continues to be relevant 
even today. This is quoted below : 


Learning is an activity of thought. It is not stuffing the mind with 


facts. We must be able to use what we learn, test it, throw it into 
fresh combinations. It must become vibrant with power, radiant with 
light (p. 42). 


Having thus cleared the ground as above, let us try to identity 
some of the specific objectives of accounting education. These are 
(i) development of human resources in keeping with societal needs, 
(ii) help in solving business problems at the micro and macro levels 
and (iii) making accounting educators. Enthoven (1982) pointed out 
that in many developing countries, the educational system is geared 
towards (iv) financial reporting. Accounting education, he argues, 
should take into account socio-economic objectives and provide the 
necessary tools for economic development. 


In chapter 5, we have made an empirical study covering various 
aspects, including objectives, of accounting education. The opinion 
of the selected professional accountants and the university /college 
teachers has been sought with respect to this vital aspect and 
analysed according to the perceptions of the respondents to indicate 
a definite direction in this respect. 


17 Accounting education in the pre-independence period 
As stated in the previous section, one of the primary objectives 
of accounting education and training should be to develop human 
resources to serve the corporate sector. The first corporate legislation 
was enacted in 1857. In the Companies Act of 1857, there were 
some provisions for laying the statement of Income and Expenditure 
and the Balance Sheet before the company at the general meeting. 


- 
" 
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But until the Companies Act of 1913, the audit of the company 
accounts by qualified accountants was not made compulsory. At 
that time, there were a few qualified accountants in the country. 
These accountants got their required training and certificate for 
practice from the Chartered Institutes in the U.K. or Canada. There 
was no recognised system of education and training to build up 
the professional accountants at home. Accordingly, by virtue of 
section 144(i) of the Companies Act, 1913, the Governor General 
in Council issued a notification entitling the members of the five 
chartered institutes in England and Wales, Scotland, Ireland and 
to the Society of Incorporated Accountants and Auditors to act as 
auditors in British India.” 

Within a few years, the Government of Bombay instituted a 
scheme for awarding Diploma in Accountancy on passing the 
qualifying examination known as Government Diploma in 
Accountancy (G.D.A.) and on completion of articleship of three 
years under an approved accountant in practice. The Government 
of India approved the scheme of the Government of Bombay and 
issued a notification on 17th October 1919 entitling the G.D.A. to 
act as certified auditor. In the G.D.A. examination, the subjects 
examined were Accountancy, Auditing and Mercantile Law. Upto 
that time as a transitional measure 'restricted permanent and 
temporary" certificates were issued by the local government mainly 
on the basis of experience rather than qualification. The holders 
of the certificate, however, were eligible for admission to the 
examination for the G.D.A. in order to get 'unrestricted certificate 
of practice'. The condition of articleship was, however, exempted 
for them. The Government of India also approved the B.Com. 
degree of Sydenham College of Commerce and Economics, Bombay, 
and issued a notification, entitling a B.Com. degree holder, to 


* They were : (1) The Institute of Chartered Accountants of England 

and Wales; (2) The Society of Incorporated Accountants and Auditors ; 

(3) The Society of Accountants in Edinburgh; (4) The Institute of 

Accountants and Actuaries in Glasgow ; (5) The Society of Accountants 

in Aberdeen ; and (6) The Institute of Chartered Accountants in Ireland 

(vide notification No. 1626-6 dated 14.3.1914, Gozette of India, dated 
14.3.1914, Part I, 405). 
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practice, in British India, audit on completion of articleship. The 
B.Com. Examination at that time included accountancy and 
auditing as the main subjects. The Government of Madras also 
started a College of Commerce around 1920 for imparting education 
in commerce and for giving oral tuition for G.D.A. Examination 
conducted by the Bombay Government. Thus, there were three 
classes of auditors viz.— 

(i) the members of the specified foreign Institutes and Societies 
in the United Kingdom bv virtue of the notification of the 
Governor General in Council were entitled to audit com- 
panies in India; 

(ii) the holders of the unrestricted certificate of practice issued 
by the local governments were entitled to audit companies 
throughout British India ; 

(iii) the holders of restricted certificate were entitled to act as 
auditors only within the territory of the local government grant- 
ing the certificate. 

Thus, the first professional accountants qualified in India were the 
holders of G.D.A. Table 1.1 shows the position in this respect upto 
1932 indicating wide variation in the annual growth rate. To remove 
some anomalies, through an amendment in 1930 of section 144 of 
the Indian Companies Act, 1913, the entire control and regulation 
of the profession was vested on the Central Government. Provisions 
were made under section 144(2A) for framing rules for maintenance 
of a Register of Accountants (RA), for examination of candidates 
for enrolment in the Register, and for the formation of the Indian 
Accountancy Board. In pursuance of these amendments, Indian 
Accountancy Board was constituted in 1932 and the Auditors’ 
Certificate Rules were promulgated. Auditors’ Certificate Rules 
1932 prescribed a two-tier examination system, the First and the 
Final examination. Each of these examinations consisted of two 
groups—Group I and Group Il—comprising a number of subjects 
as shown in Table 1.2. Compared to G.D.A. examination, we find 
a lot of changes in the course structure of the RA Examination as 
mentioned above. This was in keeping with the changing needs 
of commerce and industry. The Accountancy Board also stipulated 
a period of practical training of three years for qualifying for 
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Table 1.1 
GDA holders enrolled 
Year No. of persons | Annual Growth 
enrolled No. Percent 

1919 14 — — 
1920 4 (-) 10 (-) 714 
1921 8 4 100.0 
1922 14 6 75.0 
1923 10 EUS GA 28.6 
1924 19 9 90.0 
1925 19 0 0 
1926 42 23 121.0 
1927 43 ] 2.4 
1928 45 2 4.7 
1929 37 GI GX 178 
1930 31 GA 6 (-) 162 
1931 36 5 16 1 
1932 19 (-) 17 (C) 472 


Source : Kapadia, 1973, p. 316. 
enrolment on the Register. Thus, the following four classes of 
persons were entitled to be enrolled on the Register of Accountants 


Table 1.2 
Registered Public Accountants' Examination 


First Examination 


Group | : Book-keeping 
Accounting and Auditing 

Group Tl : Mercantile Law and Company Law 
General Commercial Law 

Final Examination 

Group I : Advanced Accountancy 
Advanced Accountancy (2nd paper) 
Taxation and Cost Accountancy 
Auditing 

Group H : Mercantile Law 
Company Law 
Economics 





Source : Kapadia, 1973, pp. 321-322. 
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maintained by the Government of India and were called Registered 
Public Accountants (India) : 
(i) persons holding the G.D.A. awarded by the Government 
of India ; 

(ii) persons satisfying the tests and completing the practical 
training prescribed under the Auditors’ Certificate 
Rules, 1932; 

(iii) persons possessing equivalent qualification recognised 
by the Central Government, viz., the members of the 
five Institutes and Societies in the U.K. ; and 

(iv) holders of restricted certificates provided the Govern- 
ment was satisfied with their competence. 


The G.D.A. Examination was discontinued in 1934 and the B.Com. 
Examination of Bombay University held after 1934 ceased to qualify 








Table 1.3 
Enrolled Professional Accountants 
As on No. of accountants Annual Growth 
enrolled No. Percent 
30.6.33 392 — — 
1.7.34 580 188 48.0 
1.7.35 650 70 12.1 
1.7.36 752 102 15.7 
1.7.37 801 49 6.5 
1.7.38 854 53 6.6 
1.7.39 890 36 4.2 
1.7.40 934 34 4.9 
1.7.41 825 (-) 109 (-) 117 
1.7.42 861 36 4.4 
1.7.43 933 72 84 
30.6.46 1124 64 64° 
30.6.47 1143 19 1.2 








Introduction 17 


for the award of Government Diploma. The Accountancy Board 
kept functioning in an advisory capacity to the Governor General 
in Council. His Excellency was assisted by the Board on all matters 
regarding administration and regulation of the profession. The 
accounting profession made some head way under the Accountancy 
Board. Table 1.3 shows the position of qualified professional 
accountants enrolled in a Register maintained under Auditors' 
Certificate Rules, 1932 for a period of 13 years, 1932-33 to 1946-47. 
The annual growth rate shows a wide variation during the period. 

Over the years, need for an autonomous association to 
administer and regulate the profession of accounting was 
increasingly felt and in 1936 a demand was put forward by the 
national party of the country, viz., the Congress, in the Central 
Legislature for an autonomous accountancy profession. But no 
action was taken at that time. After the Second World War, the 
Accountancy Board also accepted the stand for autonomization of 
the profession and pressed for necessary action by the Government. 
But no action was taken prior to independence in 1947. 

The establishment of the two autonomous professional bodies 
in 1949 and 1959 respectively was a landmark in the history of 
development of accounting education in sovereign India. Their 
contributions, problems and prospects are described in the chapter 
that follows. 
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The Role of Professional Institutes in the 
Development of Accounting Education 


2.1 Introduction 

In the previous chapter we have mentioned about the demand 
in the pre-independence period for an autonomous professional 
body for furthering the development of accounting education in 
the country. It was only after independence that the Commerce 
Ministry, Government of India, appointed an Expert Committee 
to examine the scheme. Ultimately, on Ist May 1949, the Chartered 
Accountants Act of 1949 received the assent of the Governor General 
and the Institute of Chartered Accountants of India (ICAI) was 
formed, pursuant to the provisions of the said Act, as an 
autonomous body of the first accounting profession in India. The 
Institute was entrusted with the task of development of accounting 
profession and building up qualified professional accountants. A 
few years later, the Government felt the need for creating another 
professional institute for development of the cost and management 
accounting profession in keeping with the changing needs of the 
country. Consequently in 1959, the Institute of Cost and Works 
Accountants of India (ICW AI) was formed by an Act of Parliament. 
Before we deal with the roles of these two Institutes in the 
development of professional accounting education in the 
post-independence period, let a few lines be said about the 
prerequisites for a successful accounting profession in a developing 
country like India. 
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The prerequisites for a successful accounting profession in 
developing countries are (Engleman, 1962) : 

1. Afull comprehension of accounting goals overand above the 
mere recording of cash in and cash out ; 

2. Understanding of the role of accounting for management 
purposes ; 

3. Recognition of the principles of business economics ; and 

4. Acknowledgement of the public responsibilities involved in 
the profession. 


Accounting education requires both a theoretical and a practical 
emphasis. To enhance accounting training and the profession, 
accounting education should take into account the following 
(Enthoven, 1985) : 
l. a conceptual socio-economic foundation of accounting 
education and training ; 
2. a further specialisation in the various branches of accounting ; 
3. acloserlinkamong the institutional, professional and educa- 
tional programmes and continuous education ; and 
4. agreater focus on forecasting techniques, of both an internal 
and external nature. 


In order to assess the effectiveness of the two professional institutes 
let us examine the structure of syllabus adopted by the institutes 
from time to time to impart professional education and training 
in keeping with the socio-economic needs of the country, the trend 
in the enrolment of students as one of the measures of its popularity 
over a period of about three decades and growth in membership 
as a criterion for providing qualified accountants to serve the 
growing demand from different sectors of the economy. We also 
examine the standard setting role of the ICAI and issuance of Cost 
Audit Report Rules by the ICWAI, both of which have impact on 
accounting education. This is done separately for the two premier 
professional accounting institutes in the following paragraphs. 
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2.2 The role of the Institute of Chartered Accountants of 
India (ICAI) 


2.2.1 (a) Imparting professional education 

The Chartered Accountancy Examination conducted by ICAI 
is now divided into three parts : Entrance or Foundation, 
Intermediate and Final. In 1949, it was divided into only two 
parts —First Examination and Final Examination. Initially, the 
entry qualification to the C.A. course was graduation. In addition 
to the graduates, (i) holders of Diploma in Commerce 
Examination, (2) those who were eligible to sit for G.D.A. 
Examination, (3) persons admitted to the First Examination under 
Auditors Certificate Rules 1932, (4) persons admitted to articleship 
before 1.4.1949 and (5) persons with less qualification who had 
rendered recognised military service or 7 years service as audit 
clerk or articled clerk were also entitled to seek admission to the 
course. Over the years, the entry qualification has, however, been 
changed to 10 + 2 standard with a provision for a Foundation 
Course under the proposed scheme. Presently, admission to the 
Entrance Examination is restricted to a graduate or one undergoing 
the graduation course. Commerce graduates securing not less than 
50 per cent marks and other graduates securing not less than 55 
per cent marks may take up the Intermediate Course directly. 
Coaching has been made compulsory since 1956. Prior to that, the 
Institute continued with the system of recognising private 
institutions for providing theoretical education to its students. The 
first Preliminary Examination was held in November 1956. The 
qualifying marks in each of the two Intermediate and Final 
Examinations have been prescribed at 50 per cent. In regard to 
syllabi, a number of significant changes have taken place since 
those eventful days when the profession was given autonomy and 
the ICAI was set up. Table 2.1 gives a comparative view of the 
syllabi adopted (including the present syllabus) from time to time 
by the Institute. We will review the position in this context at a 
later stage taking the overall scenario in the country. 

Let us now look at the response from the students for this 
professional course. Table 2.2 shows the position of annual 
enrolment of students since the Institute was set up in 1949. 
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Table 2.2 
Students enrolled for the C. A. Course 
Year Students enrolled Average annual increase 
annually Number Rate (96) 
1949-50 257 — — 
1964-65 2822 171 11:8 
1969-70 2915 19 0.7 
1974-75 3464 110 Ja 
1979-80 10133 1334 21.8 
1983-84 8660 368 (-) 3.8 
1987-88 12753 1023 10.2 
1989-90 13305 (-) 685 (249 
1990-91 12791 GA 514 (-) 3.9 
Compound Annual 
Growth Rate 10.7 


Source : Annual Reports of the ICAI. 


The above table shows that while the number of students entering 
the profession has considerably grown over the years, the growth 
rate has not at all been consistent. The average rate of increase 
was the highest (21.8 per cent) during the period 1974-75 to 1979-80. 
In 1983-84 the number went down substantially compared to what 
it was in 1979-80. The position, having improved substantially by 
1987-88, again went down by the highest rate in 1989-90. 1990-91 
showed the same trend of decrease. The possible reasons for the 
decline in students enrolment were : squeezing job opportunities, 
challenges coming from other professional institutes (e.g., The 
Institute of Chartered Financial Analysts of India) and increasing 
popularity of management courses at the university level. The 
entry to the profession is partly dependent on number of students 
graduating in various disciplines. Among the various disciplines, 
commerce students are predominant. A random sample of 
members’ qualifications shows that about 85 per cent of the 
members have commerce background. The fast growth in the 
number of students can be attributed to the growth in commerce 
as a discipline at the graduation level during this period. Table 
2.3 shows the growth in the number of commerce students since 


AEI —3 
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1950. In 40 years students enrolled in commerce at under-grad uate 
and post-graduate levels increased by about 53 times in 1990-91, 
The annual compound growth rate has been 10.4%. However, the 
annual growth rates fluctuated widely during the period 1950-51 
and 1990-91. 


Table 2.3 
Students enrolled in Commerce in India at the 
under-graduate and post graduate levels 
— A da E EE et on ae MR su t 
Year No. of students Average Annual Increase 


| enrolled Number Percentage 
1950-51 17,915 = — 
1966-67 1,253,119 6,575 20.5 
1970-71 2,51,985 32,217 19.6 
1976-77 4,25,459 25,912 9.1 
1980-81 5,094,253 32,199 6.8 
1981-82 6,28,031 73,778 13.3 


1990-9] . 


4.7 


944,173 35,127 


— EE EE, EE? 
Compound Annual Growth Rate 10.4 - 


Source : Annual Reports of the University Grants Commission. Results computed. 


After having an idea as to the availability of input, let us now 
see to what extent membership has grown since the Institute was 
set up in 1949. Table 2.4 summarises the position since 1950 at 
five-yearly interval (with the exception of first two years). A 
membership of 1685 in 1949-50 has at the end of 1991 increased 
more than 35 times to 58,998. The annual compound growth rate 
has been 9.1 per cent. From the above trend, it appears that the 
profession will be having a much bigger number of members at 
the turn of the present century. For example, taking a little lower 
annual compourid growth rate, say 7 per cent, the membership of 
the Institute is expected to reach 1,111200 by 2000 A.D. ~ 

The growth in the profession does not depend on input alone 
—the availability of gainful opportunities to the output is another 
vital fact or that contributes to growth. As far as the gainful 
oppo s for the output are concerned, there are two avenues— 
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Table 2.4 
Members of the ICAI 
AS on No. of Chartered Average Annual Increase 
(1st April) Accountants Number Percentage 

1950 1,685 — — 
1951 1,948 263 15.6 
1956 3,379 286 11.7 
1961 4,942 313 7.9 
1966 7,332 478 8.2 
1971 11,227 779 8.9 
1976 16,763 | 1,107 8.4 
1981 25,438 1,735 8.7 
1986 40,278 2,968 9.6 
1988 49,324 4,523 10.7 
1991 58,998 2,425 4.3 
Compound Annual Growth Rate 9.1 


Note: Chartered Accountants include both the categories—those who 
are in service* (34%) and those who are in practice (66%). 
Source : Annual Reports of ICAI. 


statutory practice avenues as auditor and employment 
opportunities as Accountant. Based on the joint stock companies 
at work in the last three decades the number of companies per 
chartered accountant is shown in Table 2.5. 

If one compares the figures in column 3 for 1961, 1971, 1981 
etc. in Table 2.5 with those presented in column 2 in Table 2.4 for 
the relevant years, about 66 per cent, on an average, of the chartered 
accountants are in practice while the remaining 34 per cent are in 
service or otherwise. It has been observed that in the past ap 
annual growth rate of about 3.5 per cent in the economy and that 
of 6 to 7 per cent in the industrial sector has been adequate to 
absorb, without any difficulty, an annual compound growth of 
about 9 per cent in the number of chartered accountants (Gupta, 
1982). ` | 


* ]tis reported that there are a number of qualified Chartered Accountants 
in many public and See sector undertakings who have not renewed 
their membership. This category is excluded. The same is true in case 
of ICW AL 
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Table 2.5 
Avenues of Practice by Chartered Accountants 
Year No. of companies No, of C.A. Companies per 
in practice C.A. in practice 
1961 26,149 3,380 7.7 
1971 30,322 7,421 4.1 
1981 62,714 16,636 3.8 
1986 1,22,159 28,772 4.2 
199] 2,20,721 |. 43,26 5.1 


Source : Company News and Notes, Govt. of India & Annual Reports of ICAI. 


The Government has been envisaging a much higher growth 
rate now which may seem to be adequate for absorbing the 
projected growth in the membership. The demand for chartered 
accountants is also dependent on the shift of economic activities 
and on the complexities of socio-economic and legal environments. 
In the years to come, the increased emphasis on proper accounting, 
financial management, etc. because of increased competition in the 
post-liberalization era would help sustain a demand for chartered 
accountants. 


2.2.2 (b) Standard setting by the ICAI 

Earlier we have mentioned (Chapter 1) that in many developing 
countries accounting education system should be geared towards 
financial reporting (Enthoven, 1985). In this section we will examine 
the role of the ICAI in promoting financial reporting. 

It may be mentioned that annual accounts of corporate 
enterprises are prepared in compliance with provisions of the 
corporate laws of the land and the prevailing ‘Generally Accepted 
Accounting Principles' (GAAP). In India the Companies Act of 
1956 lays down detailed provisions in different sections concerning 
preparation of annual accounts and reporting thereof. In the matter 
of GAAP, the Institute of Chartered Accountants of India (ICAI) 
plays an important role in issuing accounting standards for 
guidance. We, therefore, discuss the various issues conceming 
standard setting by the ICAI as follows : 

(i) Objectives of standard setting ; 

ñ Gi) International Accounting Standards and standards issued by 
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(ii) Accounting Standards issued in India ; 
(iv) Accounting Standards for public sector enterprises ; 
(v) Compliance of accounting standards ; and 
(vi) Concluding observations. 
(i) Objectives of Standard Setting 

One of the basic objectives of accounting standard setting is 
to maintain uniformity in the presentation of economic data 
contained in the annual accounts of corporate enterprises. In other 
words, it aims at harmonising the diverse accounting policies and 
practices adopted by different enterprises and ensuring consistency 
in the reported information of an enterprise from year to year so 
that users of financial statements are in a position to understand 
and make proper use of the statements for decision purposes. It 
can be emphasised here that when accounts are prepared in 
conformity with diverse accounting policies and practices, there is 
scope for ‘subjectivity’. Consequently, it is possible to report varying 
assessments for the same operating results of an enterprise based 
on subjective treatment of income and expenditure and valuation 
of assets and liabilities within the same legal framework. Therefore, 
through accounting standards diversity in accounting policies and 
practices is attempted to be narrowed down as far as possible with 
a view to providing 'accounting information' on a more comparable 
and consistent basis. 

Accounting standards are generally issued in conformity with 
the provisions of the applicable laws of the land, its customs, 
usages and business environment. However, if due to subsequent 
amendments in the law, a particular accounting standard is found 
to be not in conformity with such law, the provisions of the law 
of the land will prevail and the financial statements should be 
prepared in compliance with law. 

The standards, by their very nature, cannot and do not override 
the local regulation which govern the preparation and presentation 
of financial statements in a country. However, the standard setting 
body of a country determines the extent of disclosure to be made 
in financial statements and the related auditors reports. Such 
disclosure may be by way of appropriate ps 
treatment of particular items. Such explang SS 
the nature of clarification and therefore ' 
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adverse comments on the related financial statements. The 
accounting standards are intended to apply only to items which 
are material. Any limitation with regard to the applicability of a 
specific standard is to be made clear by the standard setting body 
from time to time. The date from which a particular standard 
comes into effect, as well as the class of enterprises to which it 
applies, are also specified by the standard setting body/bodies. 
Best endeavours are made to persuade the Government, appropriate 
authorities, industrial and business community to adopt the 
standards in order to achicve uniformity and consistency in the 
presentation of financial statements. 

Practices vary among nations in the matter of construction and 
adoption of accounting standards. While many countries prefer to 
keep standards limited to only certain key areas of financial 
disclosure, there are a few that select a wide range of subject for 
purposes of formulating standards. Among the standard setting 
bodies in different countries, mention may be made of the Financial 
Accounting Standards Board (FASB) in the U.S.A., the Accounting 
Standards Committee (ASC) in the U.K., Accounting Standards 
Committee (ACSC) in Canada and the International Accounting 
Standards Committee (IASC) in the U.K. for their pioneering 
activities in this respect. In this study, however, we restrict ourselves 
to the discussion of the subject in India in relation to the accounting 
standards issued by the IASC. Before doing that a few paragraphs 
on national and international standards may be devoted. 


(ii) National and International Accounting Standards 


We have mentioned earlier that while formulating accounting 
standards in India, the ASB of ICAI gives due considerations to 
the International Accounting Standards issued by the International 
Accounting Standards Committee (IASC). Therefore, before we 
examine setting of standards in India by ASB of ICAI, a few lines 
on international accounting standard setting may be appropriate. 


First, let us consider the benefits and criticisms of universally 
applicable standards. The oft-quoted advantages are : (1) comparability 
of international financial information, (2) saving of time and money 
that is currently spent to consolidate financial information when 
more than one set of reports is required to comply with different 
national laws or practice, and (3) tendency for accounting standards 
throughout the world to be raised to the highest possible level 


- » @ 
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and to be consistent with local economic, legal and social conditions 
(Turner, 1983). Similarly, the internationalization of accounting 
standards has had its fair share of critics (e.g. Goeltz, 1991). It is 
argued that there is an inherent flexibility to accounting as a social 
science that yields adaptability as a chief value. The chief barriers 
identified by some of the critics are : (a) differences in national 
backgrounds and traditions; and (b) differences in the needs of 
various economic environments and (c) the challenge of 
standardization to national sovereignty (Choi and Mueller, 1992). 

The internationalized accounting standards are generally 
applied as a result of either international or political agreement, 
or voluntary (or professionally encouraged) compliance. When 
accounting standards are applied through political, legal or 
regulatory processes, there are statutory rules that govern the 
process. Included in this category are the following key players : 
(1) Commission of the European Community (EC); (2) United 
Nations Intergovernmental Working Group of Experts on 
International Standards of Accounting and Reporting (ISAR) ; 
and (3) Organization for Economic Co-operation and Development 
Working Group on Accounting Standards (OECD Working Group). 
Thus, the EC Commission, the OECD Working Group and ISAR 
are political structures deriving their existence and mandates from 
international treaties and agreements. 

Another key player in international accounting standard setting 
activities is International Accounting Standards Committee (IASC) 
which actually represents private sector interests and organisations 
for voluntary compliance. The IASC was founded in 1973 by 
agreement between professional accounting bodies from more than 
seventy countries (in 1992 there were more than 100 professional 
accounting bodies from the member countries). Over the last decade 
and with a remarkably broad base of support, [ASC has evolved 
as the signal force in international accounting standard setting. 
Current goals and objectives of IASC, most succinctly stated in its 
current five year plan (1991-95), are : (a) developing international! 
accounting standards (IASs) that meet the needs of capital markets; 
(b) ensuring that IASs meet the financial reporting needs of 
developing and newly industrialized countries; (c) developing 
other documents that meet other financial reporting needs that 
are important internationally ; (d) working for greater 
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compatibility between national accounting requirements and IASs ; 
and (e) promotion of the use of IASs. 

In short, IASC standards are used in different ways in different 
countries—the standards may be adopted as national standards, 
as a basis of comparison with existing national standards or as an 
input to the legislative process of regulation. With this background, 
let us look at the position of the International Accounting Standards 
issued so far by the IASC (Choi and Mueller, 1992). This is shown 
in Table 2.6. The International Accounting Standards adopted by 
the ASB to date are also listed indicating where appropriate, which 
Indian Standards incorporate them. Since we discuss various 
aspects of standard setting in India in the next three sections, a 
few words about acceptability of International Standards may be 
relevant. Acceptance of international standards depends not only 
on the accounting profession, but also on the attitude of government 
regulatory agencies. Since the IASC has no powers of enforcement, 
adherence to these standards has been far from satisfactory. There 
is a considerable variation in the degree of acceptance of different 
standards as shown in Table 2.7. The figures in Table 2.7 indicate 
that acceptance of international standards in some controversial 
areas, such as changing prices and segment reporting, is less than 
in others such as disclosure of accounting policies and depreciation. 
Also, it would appear that acceptance is largely dependent on 
conformity with existing national regulations. On average, some 
21 countries accept an international standard because it conforms 
with existing regulations compared with only 12 who actively 
adopt the standard. In 1988, the IASC published a major survey 
(LASC, 1988) of compliance with international accounting standards 
in force at that time. Member institutions were asked to indicate 
the extent to which national standards or practices conformed with 
the 25 [ASs. Responses received from 54 member countries indicate 
a high level of conformity with the first group of standards issued 
but much lower levels for standards issued more recently. 36 
countries have a formalized system for promulgating and enforcing 
the majority of their accounting treatments, either via national 
laws, via the accounting profession or a combination of both. The 
remaining 18 countries have not codified or otherwise standardized 
the majority of their accounting treatments. There are many reasons 
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Table 2.7 
Examples of the extent of acceptance of 
International Accounting Standards upto 1985 


Adop- Conforms Pre- No No 
ted in  insubstance sently action res- 
subs- with national under taken ponse 





tance standards consi- or 
and local dera- plann- 
requirements tion ed 
1 Disclosure of Account- 16 31 3 5 5 
ing Policies 
4 Depreciation Account- 15 31 6 2 6 
ing 
14 Reporting financial 9 17 15 12 7 
information by 
segment 
15 Information reflecting 6 18 12 16 B 
the effects of changing 
prices 
17 Accounting for leases 12 15 19 7 7 


Average IAS Nos. 1-23 12 21 12 7 7 
Source : IFAC Newsletter, Vol. 9, September 1985. The above figures record the 


responses of 60 member bodies to an IFAC Survey, out of the total 
membership of 91. 


why a country has or has not adopted an accounting treatment 
which conforms with IAS. One contributing factor is the strength 
of the national accounting institutions which affect the way in 
which the standards are developed. Countries with weak or newly 
established accounting professions may lack a formalized system 
for developing, issuing and enforcing accounting and reporting 
standards. For example, Trinidad and Tobago and Bahrain have 
no national requirements at all in the areas covered by the 25 IAS 
in the survey (Purvis, Gernon and Diamond, 1991). Other countries, 
such as India and Hong Kong, have national practices but no 
standards in 11 and 13 areas respectively. The position has, 
however, improved marginally in recent years. A reference to the 
accounting standards adopted/issued in some of the SAARC 
countries, viz. Bangladesh, India and Pakistan, will bear testimony 
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to this conclusion. Thus, IASC has been moderately successful in 
its efforts at harmonization (Alhasim & Arpan, 1988). 

Before we pass on to the standard setting practices in India, 
a few lines on the efforts taken by the IASC in ensuring 
“comparability of financial statements" may be relevant. On January 
1, 1989, IASC published E32 entitled "Comparability of Financial 
Statements" with the object of eliminating most of the choices of 
accounting treatment permitted under existing [AS's. This is one 
of the significant projects that the IASC has undertaken so far. In 
introducing EC 32, IASC commented that implementation of this 
project should make it easier "to compare financial statements 
across countries, should reduce international restatements or 
reconciliations of financial statements from one country to the next, 
and should improve returns from international portfolio 
investments due to more effective financial statement analysis" 
(Choi & Mueller, 1992, p. 266). According to [ASC (see Statement 
of Intent, July 1990) : 

(i) twenty one of the twenty nine proposals in EC 32 should be 


incorporated in revised International Accounting Standards without 
substantive changes (for details see pp. 267-269, Choi & Mueller) ; 
(ii) three of the proposals require substantive change and should be 
reexposed (IAS 2; IAS 9 and IAS 23) ; 
(iii) reconsideration of five of the proposals, e.g. 
Recognition of finance income on finance leases ; 
Measurement of long-term investments ; 
Measurement of marketable equity securities held as long-term 
investments ; 
Measurement of current investments ; 
Recognition of increases and decreases in market values of 
current investments ; 


should be deferred pending further work. 


The IASC also recommended the usc of the term "benchmark" 
instead of the proposed term "preferred" in those few cases where 
it continues to allow a choice of accounting treatment for like 
transactions and events, i.e. between alternatives. 

Thus, the efforts of the IASC in ensuring comparability of 
financial statements are commendable. Significant changes are 
expected in the near future with regard to [ASC’s comparability 
project. This will promote further harmonization of financial 
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reporting practices across countries. It may be concluded that 
"increased comparability is an important objective and that the 
IASC is the best vehicle to realize this goal" (Purvis, et al, 1991). 


(iii) Accounting Standards issued in India 


The motivation and explicit encouragement for standard setting 
in India has been due to external influences, such as IASC, rather 
than from within the 'establishment.' Earlier to 1970, there was 
virtually no effort, systematic or otherwise, on the part of any of 
the components of accounting establishment to even set the ball 
of standard setting rolling. "Even if there were some efforts in this 
direction, they were sporadic in nature, too obscure to evince 
notice, feeble in impact, and episodic in form and focus" (Khanna, 
1991). 

It was in 1976 that, because of membership of IASC, the ICAI 
decided to seriously undertake the task of setting accounting 
standards in India. Accordingly, the ICAI constituted Accounting 
Standards Board (ASB) in 1977 which issued its first Accounting 
Standard (AS) in November 1979. Since.then a number of 
Accounting Standards have been issued by the Institute from time 
to time. These standards along with their respective dates of issue 
are mentioned below : 


AS 1 Disclosure of Accounting Policies (November 1979) 
AS 2 Valuation of Inventories (June 1981) 
AS 3 Changes in Financial Position (June 1981) 

H 


AS Contingencies and Events Occurring after the Balance Sheet Date 
(November 1982) 1 

AS 5  PriorPeriod and Extraordinary Item and Changes in Accounting 
Policies (November 1982) 

AS Depreciation Accounting (November 1982) 


Accounting for Research and Development (January 1985) 
Revenue Recognition (November 1985) _ 
AS 10. Accounting for Fixed Assets (November 1985) 


AS 11 Accounting for Effects of Changes in Foreign: Exchange Rates 
"E (June 1989) ne | | 


6 

AS 7 Accounting for Construction Contracts (December 1983) 
8 
9 
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AS 12 Accounting for Govt. Grants and Disclosure of Govt. Assistance 
(August 1991) 


AS 13 Accounting for Investments (September, 1993)* 


The ICAI made AS 4 and AS 5 mandatory in respect of the 
accounting of the periods commencing on or after 1st January, 
1987. AS 1, AS 7, AS 8, AS 9, AS 10 and AS 11 were made 
mandatory with effect from the accounting year, 1.4.1991. AS 13 
will become mendatory with effect from 1.4.1995. It may be 
mentioned that initially all the standards had been 
recommendatory. Once there was "awareness" among users of 
financial statements and members of the Institute about the utility 
of Accounting Standards and the need for compliance with the 
standards in the presentation of financial statements covered by 
audit reports, steps were taken to make them obligatory. 

Although it is not the intention of this study to discuss in 
detail the standards issued by the ICAI, a few important points 
in connection with preparation and presentation of financial 
statements may only be touched upon. AS 1 makes some important 
recommendations relating to disclosure of accounting policies. It 
states that— 

to ensure proper understanding of financial statements it is necessary 
that all significant accounting policies adopted in the preparation and 
presentation of financial statements should be disclosed. Such dis- 


closure should form part of the financial statements....any change in 
accounting, policy which has a material effect should be disclosed. 


The other standards issued by the ICAI also stipulate some 
disclosure procedure. This is more so in case of accounting 
standards 2 to 6 while standards 7 to 10 and 12 are more relevant 
for preparation of the annual accounts. 

It may be mentioned that of the 13 standards published so far, 
three are yet to be made ‘mandatory.’ Valuation of Inventories 
(AS 2) and Depreciation Accounting (AS 6) are still 
recommendatory. The ICAI has revised AS 6 and revised version 
of AS 11 is forthcoming. Even the revised version of AS 6 permits 
use of ‘any method’ for calculating depreciation. Thus, the 


* AS 14, Accounting for Retirement Benefits in the Financial Statements 
of Employers, is forthcoming (vide The Chartered Accountant, September, 


1994, p. 288). 
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comparability of accounting information will be greatly affected 
so long as ‘diversity’ in inventory valuation and depreciation 
accounting is not narrowed down through compulsory compliance 
of the standards issued by the Institute in this respect. 

ASB of ICAI may also be criticised for following strictly the 
accounting standards issued by the IASC. The conditions of the 
developing countries are not the same as those prevalent in the 
developed ones. The primary function of accounting, and hence 
its concepts, standards and practices must be oriented towards the 
national needs and priorities in the light of relevant environments. 
The compatibility with the standards issued by the IASC should 
be an objective but only a secondary one. In view of liberalization 
of Government policies, and proposed changes in the Companies 
Act giving statutory recognition to standards issued by the ICAI, 
the standards should be continuously reviewed and revised to 
make them ‘living statements’: There is immediate necessity to 
revise AS2 and AS3. This will enhance their usefulness. 

Let us now highlight the position in the public sector in our 
country with respect to accounting standards. 

(iv) Accounting Standards for the Public Enterprises in India 

The public enterprises in India occupy a key position in the 
economy. While there are a little over 1200 units comprising Central 
and State enterprises, the Central enterprises (234 operating 
companies as on 31 March, 1991) represent about 60 per cent of 
the total corporate capital in the economy. Secondly, because of 
the social responsibility attached to the functioning of these 
enterprises, they have been giving leadership to the corporate 
sector in many respects including preparation and presentation of 
accounts. The Government of India appointed several ad hoc 
committees on public enterprises in order to have recommendations 
on their organisational and managerial problems. Among them, 
the Sengupta Committee is noteworthy. It suggested that a group 
consisting of representatives of Comptroller and Auditor General 
of India (C&AG), professionals in the field including public 
enterprises and BPE should be formed without further delay to 
evolve accounting policies for public enterprises. In pursuance of 
the above recommendation of the Sengupta Committee, a 
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Committee to evolve accounting policies for Central public 
enterprises was set up under the Chairmanship of K. V. 
Ramakrishnan. The Ramakrishnan Committee, while evolving the 
accounting policies for Central public enterprises, went into the 
details of various accounting standards, guidance notes and 
statements issued by the ICAI and recommended (in December 
1986) adoption of all the standards issued by the ICAI on compulsory 
basis subject to certain "additions and amplifications” which the 
Committee found necessary to make them more suitable for public 
enterprises. Thus, in respect of compliance of accounting standards 
the public enterprises stood in a better footing than the enterprises 
in the private sector. It is primarily due to this that we find more 
uniformity and disclosure in the financial statements prepared by 
the government companies rather than those prepared by their 
counterparts in the private sector. It may be mentioned that in 
respect of the controversial issues like depreciation, valuation of 
inventories, revenue recognition, etc, the public enterprise 
accounting has got some definite and authoritative solutions. From 
the direction issued (in 1985) by the C&AG to the auditors of 
public enterprises relating to accounting policy, the public 
enterprises have got another definite course of action relating to 
their accounting and reporting. Since these enterprises dominate 
the economic activity in the country, the corporate accounting as 
a whole has been influenced greatly due to the accounting and 
reporting practices followed by these enterprises. 


(v) Compliance of Accounting Standards in India 

We now examine the compliance of accounting standards 
through a case stud y. With this end in view, we approached 190 
companies, both from the public and the private sector, the names 
and addresses of which were collected mainly from Calcutta Stock 
Exchange Year Book and also from a list of companies that had 
been awarded prizes by the Institute of Chartered Accountants of 
India for best presentation of accounts. However, only 100 
companies (5396 response rate) favoured us with their annual 
accounts relating to the financial year 1990-91. Out of 100 companies, 
75, including 10 MNCs, belonged to private sector and the rest 25, 
to public sector (see Annexure ZP. It may be mentioned that the 


A: —4 
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selection of the above companies was conditioned by the availability 
of Annual Reports and hence on consideration of ‘convenience’ 
only. This method of sample selection has its own limitations. 
Table 2.8 highlights the position with respect to accounting 
standards 1 to 6, the other standards arg excluded from our purview 
as they are expected to be followed in preparing annual accounts 
Table 2.8 


Compliance with accounting standards in 
corporate accounting and reporting in India 


(Number) 
No. Description Private Sector Public 
MNCs Others Total "lot 
AS 1 Disclosure of Accounting 2 4 6 22 
Policies (20) (6) (8) (88) 
AS 2 Valuation of Inventories HE 65 75 25 
(100) (100) (100) (100) 
AS 3 Changes in Financial Position 2 10 12 6 
| (20) (13) (16) (24) 
AS 4 Contingencies and Events 10 65 75 25 
after the balance Sheet Date (100) (100) (100) (100) 
AS 5 Pror Period Adjustments 10 65 75 25 


(100) (100) (100) (100) 
Changes in Accounting Policies Nil Nil Nil Nil 
AS 6 Depreciation Accounting 10 65 75 25 
(100) (100) (100) (100) 
Source : Annual Reports (1990-91). Results computed. 
Note : Figures in bracket indicate percentage. 
and compliance of them cannot be ascertained through disclosure 
in financial statements. While disclosure of accounting policies (AS 
1) appears in a few cases only in case of private sector companies, 
in the public sector it accounts for 88 per cent. In view of its 
relevance in interpreting the accounting data, the other sample 
units in this sector should have followed suit. By and large, the 
overall picture is not bad. Public enterprises, however, exhibit a 
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better environment than their counterparts in the private sector in 
respect of compliance of accounting standards. 


(vi) Concluding observations 


The international standards have been used as a basis in framing 
accounting standards in India. Accordingly, it has been possible 
to achieve, to a considerable extent, the harmonization of accounti ng 
policies and practices by dint of construction of accounting 
Standards at national and international levels. But the situation 
needs further improvement for the sake of greater harmonization 
of accounting policies and practices. The developing countries in 
this part of the globe should formulate a cohesive set of good 
accounting standards that would meet their own requirements. 
Construction of a cohesive set of accounting standard will be 
facilitated when a conceptual framework of accounting is developed. 
The ICAI has not yet done anything in this respect. 

But it cannot be denied that India has developed a corporate 
sector where accounting profession plays a key role. Of late, the 
professional accountants and the academics in India have formed 
the Indian Accounting Association Research Foundation* which 
can take up this challenging task of developing, through research, 
a conceptual framework of accounting with a view to helping the 
respective professional bodies in designing a cohesive set of 
accounting standards for greater harmonization of accounting 
policies and practices among the south-east Asian countries 


(Banerjee, 1991). 
2.3 The role of the Institute of Cost and Works Accountants 
of India (ICWALI) 


2.3. (a) Imparting Cost and Management Accounting Education 

The cost and management accounting is primarily a product 
of the twentieth century, though some of the causes of its existence 
in rudimentary form can be traced much earlier. The First World 
War brought an enforced context of industrial growth and 
increasing demand for maximum efficiency. In the Second World 


* For further details in this connection, see chapter 3 (p. 76) and chapter 
5 (p. 125). ` 
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War, much of defence requirements had to be evaluated in terms 
of cost. This injected a great fillip to the profession of cost and 
management accountancy in India and created scope for 
requisitioning the services of cost and management accountants. 
In 1944, à company limited by guarantee, and known as 'Institute 
of Cost and Works Accountants’, was set up with the objects of 
promoting, regulating and developing the profession of cost and 
management accountancy. With the passing of the Cost and Works 
Accountants Act, 1959, the Institute of Cost and Works Accountants 
of India (ICW AI) came into being on 28th May, 1959 and took up 
the responsibility of ‘promoting, regulating and developing’ the 
profession. The |CWAL is the only recognized statutory professional 
examining and licensing body in India specialising exclusively in 
cost and management accountancy. 

The cost accountancy examination is now divided into three 
parts : Preliminary, Intermediate and Final. Initially, it was divided 
into tw parts only—Intermediate and Final. The entry qualification 
is now graduation but with a LO + 2, one can take it with a 
preliminary examination. Like ICAI examinations, the qualifying 
marks have been fixed at 50 per cent. Coaching, postal and oral, 
has also been made compulsory. In regard to syllabi, a number of 
significant changes have taken place over the decades. Table 2.9 
gives a comparative view of the syllabi adopted (including the 
current one) by the Institute. The position will be critically examined 
again having regard to the overall scenario with respect to 
accounting education in the country in chapter 3. 

The students’ response for the course as measured by the 
enrolments of students may be shown in Table 2.10. Upto 1983-84, 
the annual growth in enrolment was 11.8 per cent, on an average. 
It declined to negative figures in three consecutive years that 
followed. In 1957-88, the growth rate was satisfactory. In 1988-89 
it again declined followed by onc of the highest (15 per cent) 
growth rates in 1990-91. One of the reasons for the significant 
reduction of the number of students in 1984-85 was the introduction 
of the preliminary course for the first time. However, over a period 
of four years the position appeared to have been settled. It cannot 
be denied that, from the students point of view, cost accountancy 
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course has some distinct advantages over the other professional 
course, viz., taking the course while in employment, pursuing other 
courses simultaneously, no bar on upper age limit, no compulsory 


Table 2.10 
Students enrolled for ICWAI Examinations 
Year No. of students enrolled Annual Growth 

| No. Percentage 
1968-69 7,068 — = 
1973-74 13,783 (+) 1,343 14.3 
1978-79 22,278 1,699 10.1 
1983-84 37,856 3,116 11.1 

1984-85 25,062. (-) 12,794 (-) 34 

1985-86 18,744 (-) 6,318 (-) 25 

1986-87 18,344 (-) 400 Ze 

1987-88 21,065 (+) 2721 15 
1988-89 20,458 (-) 607 C3 29 

1990-91 25,686 3,353 15 

Compound Annual 

Growth Rate 6.0 


Source : Annual Reports of ICWALI. 


training, etc. In spite of these, the response from the students does 
not appear to be convincing. One reason might be very low success 
rate among the students. For example, the percentage of students 
completing costing examination (Final) to the number registered 
over the period, 1968-72 to 1984-86, was only 2.8 (Bajaj and 
Pranamurty, 1988). The low success rate is also corroborated by 
the number of members of the Institute. Table 2.11 shows the 
profile of members of the Institute since 1944 (an overwhelming 
number of members are in service). This decreased gradually 
reaching all time low figure in 1985. Thereafter the position showed 
an improvement over time. The rate of growth in membership 
was the highest in the period 1944-60. The annual compound rate 
of growth was 13.6. If we compare this rate with the compound 
rate of growth of 9.1 per cent in the membership of ICAI, the 
growth rate of ICW AI membership appears to be satisfactory. Even 
then, there is scope for further growth of the cost and management 
accounting profession in furthering the economic development of 
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the country. Taking a little lower annual compound rate of growth, 
say 10 per cent growth factor, the number of members expected 


Table 2.11 
Membership Profile of ICWAI 
Year Total Members Average Annual Growth 
as on April No. Percentage 
1944 25 — — 
1960 433 26 20.9 
1970 2,27 2 184 18.4 
]9R0 4,804 253 7.8 
1985 6,018 243 4.6 
1986 6,405 387 6.4 
1987 6,853 448 70 
1988 7,438 585 8.5 
1990 8,643 608 7.6 
1991 9,869 1,226 14.2 


Compound Annual 
Growth Rate | 13.6 


Source : Annual Reports of ICWAI. 


at 2000 A.D. may be estimated at 23,300. This number may be 
considered to be inadequate in view of the rate of growth of 
joint-stock companies in the country. So further efforts to improve 
the position are required to be put up by the Institute. 


2.3.2 (b) Issuing Cost Accounting Record Rules 


In this connection, mention may be made of a special provision 
contained in the Indian Companies Act, relating to maintenance 
of cost records and audit of cost accounts. There is a provision 
[sec. 209(1)(d)] in the Companies Act for maintenance of cost 
records by the selected companies in the prescribed manner as 
and when felt necessary. By another provision (section 233B) in 
the said Act, the Government has also assumed power to order 
audit of these accounts by a qualified person. This is one of the 
good features of the corporate laws in India which many other 
neighbouring countries ventured to follow for developing cost and 
management accounting profession in their respective countries. 
_ The Government of India have been framing Cost Accounting 
Record Rules from time to time for maintenance of cost statements 
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for various industries. Thus, up to 31 March 1993, 38 industries 
as mentioned below have been brought under the purview of Cost 
Accounting (Record) Rules (Banerjee, 1994) : 


1. Cement 20. Paper 

2. Cycles 21. Rayon 

3. Rubber Tyres and Tubes 22. Dyes 

4. Caustic Soda in any form 23. Soda Ash 

5. Room Airconditioners 24. Nylon 

6. Refrigerators 25. Polvester 

7. Automobile Batteries 26. Cotton Textiles 

8, Electric Lamps 27. Dry Cell Batteries 

9. Electric Fans 28. Sulphuric Acid 

10. Electric Motors 29. Steel Tubes and Pipes 
11. Motor Vehicles 30. Electric Cables & Conductors 
12. Tractors 31. Bearings 

13. Aluminium 32. Engineering 

14. Vanaspati 33. Malted Milk Food 

15. Bulk Drugs 34. Chemicals 

16. Sugar 35. Formulations 

17. Infant Milk Foods 36. Mini Steel Plant 

18. Industrial Alcohol 37. Insecticides 

19. Jute Goods 38. Fertilizers. 


As a secondary step, the Government from time to time issues 
order under section 233-B for cost audit in the selected industries 
falling under the purview of the record rules. Accordingly, the 
statutory cost audit has so far been only selective and all companies 
even within a particular industry under the purview of cost audit 
rules may not be covered. It is also not necessary that a cost audit 
of a company be conducted every year as regular feature. Thus, 
cost audit may not be applicable in all units of a selected industry 
and regularly year after year for a unit of an industry. There were 
5367 companies in respect of which cost audit was ordered for 
last 10 years from 1977 to 1987 indicating that on an average 481 
units per annum have been brought under the purview of cost 
audit (Ghosh et al., 1989). A proposal for continuous audit has been 
pending before the Government and the ICWAI has been trying 
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hard to get it through. As an interim measure, the Government 
has recently agreed to order cost audit as a biennial feature. The 
demand for cost auditor is likely to increase in the coming vears 
arising out of change in the Government policy as mentioned 
above. At present, of the total members of the ICWAI, about 12 
per cent represents those holding certificates of practice. It is very 
likely that this ratio will also change in favour of the practising 
accountants in the years to come. 


Now many companies do not maintain any cost accounting 
records in the year in which there is no cost audit. But for conserving 
the scarce resources of the country or for utilising them to the best 
possible advantage, the Institute (ICW AI) has been insisting on 
regular maintenance of proper cost accounting records and cost 
audit thereof. The high powered Expert Committee, known as the 
Sachar Committee, on the Companies Act and Monopolies and 
Restrictive Trade Practices Act recommended in 1978, among other 
things, continuous audit as a step, both in the direction of consumer 
protection and as an advantage to the company itself. The matter 
has been pending since then. But till very recently alternate year 
audit on continuous basis has been started. The Companies Bill, 
1993, does not, however, contain any such provision to fulfill the 
long-cherished desire of the profession to make cost audit 
compulsory. 

In a span of 28 years, since the introduction of statutory cost 
audit, things, no doubt, have changed considerably. The recent 
changes in the industrial and economic policies have brought new 
dimensions to the objectives of costing and cost audit as practised 
under the Company Law. Due to opening up of the economy, 
there will be more and more competition both in the home market 
and in the global markets. Indian industries will be able to survive 
only if they produce products at a competitive cost, maintain high 
quality and adhere strictly to delivery schedule. Besides these, cost 
data are also needed for many strategic decisions, such as 
introduction of a product, utilisation of spare capacity, selection 
of most profitable sales mix, exploration of additional market, 
whether to make or buy, replacement of existing assets, etc. So, 
cost and management accountancy profession should fulfill these 
expectations. The ICWAI has, therefore, a more important and 
responsible role to play in the coming decades. 
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Appendix 2.1 
List of Sample Companies 


^. Public Sector Companies 


1. Andrew Yule Co. Ltd. (AYC) 

2. Balmer Lawrie Co. Ltd. (BLC) 

3. Bharat Cooking Coal Ltd. (BCCL) 

4. Bharat Earth Movers Ltd. (BEM) 

5. Bharat Heavy Electricals Ltd. (BHEL.) 

6. Burn Standard Co. Ltd. (BSC) 

7. Central Warehousing Corporation (CW C) 

B. Coal India Ltd. (CIL) 

9. Engineers India Ltd. (EIL) 
10. Handicraft and Handloom Export Corporation (HHEC) 
11. Hindustan Aeronautics Ltd. (HAL) 
12. Hindustan Machine Tools (HMT) 
13. Hindustan Fertilizer Corporation (HFC) 
14. Hindustan Organic Chemicals Ltd. (HOCL) 
15. Hotel Corporation of India (HCI) 
16. Housing and Urban Development Corporation (HUDCO) 
17. LB.P. Co. Ltd. (IBP) 
18. Jaypur Udyog Ltd. (JUL) 
19. Jessop and Co. Ltd. (JCL) 
20. Metals Scrap Trading Corporation (MSTC) 
21. Minerals and Metals Trading Corporation (MMTC) 
22. National Building Construction Corporation (NBCC) 
23. National Minerals Development Corporation (NMDC) 
24. Praga Tools Ltd. (PTL) 
25. Steel Authority of India Ltd. (SAIL) 


Private Sector Companies 

(i) Multinational Corporations 
Bata India Ltd. (BIL) 
Britannia Industries Ltd. (BRIL) 
Brooke Bond Ltd. (BBL) 
. Chloride India Ltd. (CIL) 
Dunlop India Ltd. (DIL) 
Hindustan Lever Ltd. (HLL) 


SEEEEE 
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ITC Ltd. (ITC) 


. Peico Electronics and Electricals Ltd. (PEEL) 
. Tribeni Tissues Ltd. (TTL) 
. Union Carbide India Ltd. (UCIL.) 


National Companies 


. Arunachal Plywood Industries Ltd. (APIL) 

. Ashok Layland (AL) 

. Associated Cement Companies (ACC) 

. Babcock and Wilcox of India Ltd. (BWIL) 

. Bajaj Electrical Ltd. (BEL) 

. Baroda Rayon Corporation (BRC) 

. Bharat Battery Manufacturing Company (BBMC) 
. Bharat Commerce and Industries Ltd. (BCII.) 

. Bharat General and Textiles Ltd. (BGTL) 

. Ceat Tyres of India Ltd. (CEAT) 

. Cochin Malabar Estate Ltd. (CMEL) 

. Consolidated Coffee Ltd. (CCL) 

. Delhi and Orient Tabacco Ltd. (DOTL) 

. Dhanalaxmi Mills (DLM) 

. Duncan Agro-Industries Ltd. (DAIL) 

. Electric Lamp Manufacturers (India) Ltd. (ELMI) 


Escort Ltd. (ESC) 


. Enphoric Drugs Ltd. (EDL) 

. Exide Products Ltd. (Exide) 

. Goodyear Ltd. (Goodyear) 

. Guest Keen Williams Ltd. (GKW) 

. Hindustan Aluminium Corporation (HINDALCO) 

. Hindustan Gas and Industries Ltd. (HGIL) 

. Hooghly Flour Mills Ltd. (HFM) 

. Hukumchand Jute and Industries Ltd. (Hukumchand) 
. Indexport Ltd. (Index) 


62. Indian Aluminium Company (INDALCO) 


63. 
64. 
65. 
66. 
67. 


IEL Ltd. (IEL) 

Indian Oxygen Ltd. (IOL) 

Indian Rayon Corporation (IRC) 1 
Indian Steamship Company Ltd. (ISCO) 

Indian Yeast Company Ltd. (TYC) 


68. Jay Engineering Works Ltd. (JEL) 
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69. Jay Shree Tea and Industries Ltd. (Jay Shree) 
70. Jenson and Nicholson (India) Ltd. (JENCHO) 


71. 


Kesoram Industries Ltd. (Kesoram) 
Kosmac Plastic Manufacturing Ltd. (KOSMAC) 


. Lohia Machines Ltd. (LML) 

. Maharashtra Distilleries Ltd. (MDL) 

5. Megans Mills Company (MEMCO) 

. Metal Box India Ltd. (MB) 

. Minerals and Minerals Ltd. (MM) 

. Mukund Iron and Steel Works Ltd. (MIS) 

. Nepal Battery Company Ltd. (NBCL) 

. Orient General Industries Ltd. (OGL) 

. Orient Papers and Industries Ltd. (OPL) 

. Overseas Transport Company Ltd. (OTL) 

. Paushak Ltd. (PL) 

. Pfizer Ltd. (Pfizer) 

. Rajasthan Phosphorus and Chemicals Ltd. (RPC) 
. Renusagar Power Company Ltd. (REPCO) 
. Rohtas Industries, Ltd. (ROHTAS) 

. Sandvik Asia Ltd. (Sandvik) 

. Shaw Wallace (SW) 

. Sifeo Ltd. (SL) 


Simon Carves (India) Ltd. (SCL) 
Special Steels Ltd. (SSL) 


. Tata Engineering and Locomotive Co. Ltd. (TELCO) 
. Total Oil Mills Co. Ltd. (TOMCO) 

. Tata Pigments Ltd. (TPL) 

. Tata Iron and Steel Company Ltd. (TISCO) 

. Tinplate Company of India Ltd. (TINCO) 

. Titagarh Paper Mills Co. Ltd. (TPM ) 

. Vikram Engineering Ltd. (VEL) 

100. 


Woodcrafts Product Ltd. (WPL) 
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Three 


Accounting Education at the College and 
University Levels 


3.1 Anearly history 

Accounting education at the college and university levels has 
been offered generally as part of the graduate (B.Com.) and the 
post-graduate (M.Com.) programme in commerce. We have 
mentioned earlier (section 1.7) the role of Madras and Bombay 
Universities in giving B.Com. degrees. We now sketch the origin 
and early history of commerce education in India. | 

Commerce education began in India as early as 1886 when 
the first commercial school was set up in Madras by the Trustees 
of Pachiappa's charities. The Government of Madras conducted 
examinations in commerce at about the same point of time. The 
Government of India started a School of Commerce in Calicut 
(Kerala) in 1895 (Mehrotra, 1987). The business community in 
Bengal also played an important role in formalising commerce 
education in the country. The Bengal Chamber of Commerce sent 
several memoranda to the Government of Bengal during the last 
decade of the nineteenth century requesting it to set up an 
institution for teaching commerce subjects. In 1899, the Provincial 
Government actively responded to the representation of the Bengal 
Chamber of Commerce and finalised a two-level scheme : (a) at 
the secondary stage, teaching commerce subjects in selected high 
schools to form the commerce stream of the Entrance Examination, 
and (b) starting a two-year senior course at the Presidency College 
in 1903 (Mukherjee, 1994). According to the University Education 
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Commission (p. 206 of the Report) “the beginnings of commercial 
studies in India are to be traced to a class which was started at 
the Calcutta Presidency College in 1903 and which later developed 
into the Government Commercial Institute in Calcutta". However, 
the secondary course started by the Provincial Government of 
Bengal became non-viable and the Government reviewed the entire 
scheme based on the suggestions of the Bengal Chamber of 
Commerce. This led to the restructuring of the two-year senior 
course. [t was, however, not a course under University of Calcutta. 
The successful students got certificate from the Education 
Department which received due recognition from the Bengal 
Chamber of Commerce as a token of acceptance in the job market 
in Bengal (Chakraborty, 1965). Between 1903 and 1912, many 
commercial institutions also started functioning in Bombay and 
Delhi. These institutions mainly provided facilities for training in 
type writing, shorthand, correspondence and business methods. 

Commerce education at the university level started for the first 
time in India with the establishment of the Sydenham College of 
Commerce and Economics in Bombay in 1913. We have mentioned 
in section 1.7 eariier that the Government of India approved the 
B.Com. degree of this College and issued a notification entitling 
a B.Com. degree-holder to practise in British India on completion 
of articleship. This position continued up to 1934 when G.D.A. 
examination was discontinued. So, Sydenham College of Commerce 
and Economics contributed significantly to the commerce education 
in India. The Government of Madras, as stated earlier, also started 
a college of commerce around 1920 for imparting education in 
commerce and giving oral tuition to the students of G.D.A. 
Examination conducted by the Government of Bombay. 

In Calcutta, commerce education was raised to the university 
level in 1922 when a department for post-graduate studies in 
commerce was inaugurated. Simultaneously, the University made 
üm.'"ements for undergraduate studies in commerce for which 
sufficient facilities were not available in the affiliated colleges in 
Calcutta (Hundred Years of the University of Calcutta, p. 177). For 

more than twenty-five years these classes were maintained in the 
esi RA department. But gradually undergraduate commerce 
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departments were opened in different affiliated colleges* and the 
University of Calcutta felt that its own classes for B.Com. students 
might be discontinued without any detriment to the interests of 
commerce education. Accordingly, 8.Com. classes were abolished 
from the university post-graduate department in 1950. One striking 
feature was that the Department of Commerce was run for many 
years as an ancillary to the post-graduate Department of Economics. 
It was separated from the Economics Department only in 1950. 
The World War , the growth of nationalism in India, the 
greateconomic depression of the 'thirties, mass unemployment of 
the educated youth and other related circumstances led to a new 
interest in commerce educatión in India (Dasgupta, 1959, p. 24). 

It is needless to mention that, prior to independence, the British 
system"dominated the commerce education in the country. 
Professional education played a more important role in the field 
of accounting education. Accounting was no where recognised as 
a separate discipline. A few premier Indian universities used to 
impart education to serve the vocational needs of trade and industry 
in India. This attempt was sporadic in nature. In some cases, 
commerce courses were more or less ancillary to the economics 
courses, as mentioned earlier. This naturally stood in the way of 
proper development of commerce education in the country. 

The position, however, changed after independence particularly 
since 1960s. In early 1970s the universities began recognising the 
lacunae in the commerce curriculum in the light of new demands 


* For example, Vidyasagar College, City College, Surendra Nath College, 
Bangabashi College, Asutosh College and St. Xaviers' College (all situated 
in Calcutta) started under-graduate course in commerce in 1928, 1939, 
1941, 1942, 1945 and 1946 respectively. 

* The British Education Policy in India was articulated in the famous 
dispatch of Sir Charles Wood in 1854. This stipulated the necessary 
guidelines for establishing a university system in India, on the model 

of the University of London, to affiliate the existing colleges, examine 
the students, set standards fos courses, prescribe texts and confer degrees. 
The British Government established the Universities of Calcutta, Bombay 
and Madras in 1857. Then the University of Punjab was established in 
1881. The legislation of Indiam Universities Act in 1904 was a historic 
event in the direction of reforms in university education in India. 
Thereafter, many new universities came into existence (Gnanam, 1994, 


p. 65). 
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on accounting education that emerged and started process of 
restructuring their courses (Sishtla, 1988). 


3.2 Organizational pattern and the present position 


The organizational pattern of commerce education in colleges 
and universities varies from region to region, both Statewise and 
regionwise, on account of structural variations amongst different 
universities and institutions deemed to be universities, functioning 
in the country (Mehrotra, 1987). Broadly speaking, the variations 
may be conceived from the following existing types of 
organizational pattern of imparting commerce education at higher 
level (Bhandari, 1973) : 

(1) Single university commerce department with no affiliated 
colleges offering under-graduate and post-graduate courses. 
There is also provision for doing doctoral works in the 
department. 

(2) Single university commerce department with affiliated col- 
leges, the affiliated colleges offering under-graduate com- 
merce course and the post-graduate department offering 
courses like M.Com; M.B.A., etc. There is also provision for 
doctoral works at the post-graduate department, Alterna- 
tively, both B.Com. and M.Com. courses may be taught at 
the post-graduate department and at the affiliated colleges 
simultaneously. 

(3) Nouniversity teaching department and teaching being con- 
fined to the constituent, affiliated colleges of the university, 
whereas research studies in the subjects of commerce are 
conducted in the university department. 

(4) Multiple university departments with affiliated colleges. 
There may be three categories viz. (a) separate university 
departments offering more than one post-graduate courses 
with no under-graduate teaching ; (b) separate university 
departments offering both post-graduate and under- 
graduate courses with or without affiliated colleges teaching 
under-graduate courses, and (c) multiple university depart- 
ments with multiple departments in affiliated colleges also 
teaching under-graduate and /or post-graduate courses. 

It is true that for large country like India it is very difficult to 
introduce a uniform pattern of structure. Given the regional 
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peculiarities and imbalances it may not also be desirable to try to 
bring in 100 per cent uniformity. But such a wide variation in the 
organizational structure of commerce education in India has 
obviously led to a number of problems. While we discuss some 
of the teething problems in the next section, it is pertinent to point 
out here that, as a result of indiscriminate expansion of commerce 
education and wide variation in the organization structure, there 
has been wide variation in the standard of commerce education 
both at the under-graduate and post-graduate levels. Proliferation 
of institutions particularly in a situation of squeezing financial 
resources has led to inadequate infrastructure with consequential 
effects on the quality of education. 

Regarding the growth of higher education in general and 
commerce education in particular in India, it may be stated that 
the quantitative expansion of the university system, in terms of 
institutions and teachers, has been phenomenal. Table 3.1 gives 
details of these figures from 1950-51 to 1991-92. 


Table 3.1 
Higher education in general in India 


Year Universities Colleges Teachers | 





1950—51 28 695 21,264 
1960—61 44 1,542 55,460 
1970—71 B4 3,604 1,285,876 
1980—81 112 4,722 1,93,341 
1988—89 144 6,912 2,49,068 


1991—92 199 7,121 3,00,000 


Sources : 1950-51 to 1988-89 : Annual Reports of the U.G.C. 
1991-92 : Mathur, ct. al, p. 67. 


Over the period, the number of universities (including deemed 
universities) has shown a seven-fold increase. The affiliated colleges 
have increased by 10.2 times whereas number of teachers, by 14.1 
times. One study shows that the student enrolment in 1956-57 was 
3,27,000 which galloped to 50,00,000 in 1991-92, showing an increase 
of 15.3 times. "It is also estimated that every eight student enrolled 
in universities in the world is an Indian" (Gnanam, p. 67). 
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Regarding trend in commerce education, a reference may be 
made to Table 2.3 (p. 26) which shows that the number of commerce 
students has increased by 52.7 times, with a compound annual 
growth rate of 10.4 per cent, between 1950-51 and 1990-91. Table 
3.2 gives more details about commerce students enrolled, both at 
the under-graduate and post-graduate levels, and degrees awarded 
IB Com, and B.Com. (Hons.) at the under-graduate level and 
M.Com. and Ph. D. at the post-graduate level] to them during one 
of the recent past years. Thus, there has been spectacular growth 
in commerce education in India at least in terms of institutions, 
enrolments and degrees awarded. But several studies have raised 
serious concern about the poor quality of commerce education in 


Table 3.2 
Under-graduate and post-graduate commerce students 
in India during 1987-88 (Number) 

B.Com. (Pass & M.Com. Ph.D. Total 

Hons.) Course Course Programme ` | 

Enrolled 8,20,100 60,238 1,498 8,81,836 
(92.9) (6.8) (0.3) (100) 

Degrees 1,76,491 23,959 244 2,00,694 
awarded (87.9) (11.9) (0.2) (100) 


Note : Figures in the bracket indicate percentages. 
Source : Upadhyaya, A. 1988, p. 22. 


the country and pleaded for its reorientation (Sarker, 1979; 
Goswami, 1987; Satyanarayana, 1990, to mention a few). We deal 
with some of the structural and environmental problems in section 
3.4 and suggest a few remedial measures for improvement in the 
overall scenario of accounting education in the country. 


3.3 Course structure and course curriculum 


After a great deal of experiment over the last few decades, 
India has now adopted 10+2+3+2 system, i.e., 10-year schooling 
(general), 2-year higher secondary course (a prototype of old 
intermediate course), 3-year under-graduate honours course (2 
years for pass course) in commerce and 2-year M.Com. course. 
This is followed by two to three-year unstructured Ph.D. 
Programme in most of the universities. 
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Some structural changes are required to be made immediately 
to improve the state of accounting education in the country. There 
should be a School of Business Studies in each university and this 
School should comprise Commerce and Management faculties. In 
the commerce faculty, there should be a number of departments 
including accounting. Similarly, Management Faculty may offer a 
number of courses viz. general management, industrial 
management and diploma courses. The structure based on the 
above suggestions is given in Table 3.3. 


Table 3.3 
Proposed structure of School of Business 
at the post-graduate level 


School of Business 





Commerce Management 
Master Master Master Master Master Master 
of of of of of of 
Accounting Finance Taxation Business Business Business 
Studies Law Economics 
Master of Business Master of Industrial Master of Business 
Administration/ Management Management (mainly Finance etc. 


for technocrats) 

One of the significant aspects of course structure in most 
universities is that accountancy is included as a core subject at all 
levels - higher secondary, graduation and post-graduation. 
Appendix 3.I gives details of higher secondary curriculum in West 
Bengal, B.Com. Pass and Honours and M.Com. Curricula of the 
University of Calcutta in order to highlight accounting curricula 
from high school level (if any) to post-graduate level. A similar 
effort in other States will show some degree of variation with 
respect to course structure and course contents. In Appendix 3.II 
the present course structure of three premier universities - Calcutta 
University, Delhi University and Madras University - is given. 
Table 3.4 shows the degree of variation in the M.Com. course with 
respect to certain assumed characteristics in these universities. 
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Table 3.4 
Degree of variation in M.Com. courses in 
three premier universities in India 





Calcutta Delhi Madras 
University University University 
No. of examinations 2 2 2 
(Pt. I & II) 
No. of compulsory papers 5 10 6 
No. of elective papers 3 6 4 
Total No. of papers 8 16 10 
Weightage of each paper 100 75 100 
(marks) 
Minimum qualifying marks 40% 40% 50% 
Duration of examination 4 3 3 
time per paper (hrs.) 
Eligibility for admission B.Com. B.Com. B.Com., B.A. 
(Hons.) (Hons.) (Corporate Secre- 
taryship) with 50% 
marks, BBA*, BBM*, 


BA (Cooperation), 
BA (Business 
Statistics or 
Industrial 
Organisation) & 
B.Sc. (Math.) with 
Accy. & Costing & 
Banking as allied 


It is needless to mention that if we add a few more universities 
in our sample, the degree of variation will increase. All these have 
their natural adverse impact on the quality of higher education. 
The UGC Curriculum Development Centre in Commerce was 
entrusted with the work of restructuring and reframing various 
university level courses in commerce. This was the first exercise 


Bachelor of Business Administration; Bachelor of Business Management. 
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on a national scale in India. While recommending the courses in 
1989 the Committee had kept in mind two-fold objective. "Firstly, 
to enhance the academic standards by covering more and more 
latest advancement in the field of commerce education and, 
secondly, to emphasize on the professionalization (or 
vocationalization) of these courses, making them job-oriented so 
that young persons who pass out of education institutions, can 
get settled in life" (Mathur, p.1). Accordingly, the Committee 
suggested two sets of courses at under-graduate level—B.Com. 
(Honours) having eleven papers in three years, and B.Com. 
(Professional) having twelve papers in three years (specialisation 
in either of the three fields). At the post-graduate level the 
Committee suggested three areas of studies - M.Com. (Accounting) 
having eleven papers, M.Com. (Business Studies) having twelve 
papers and M.Com. (Business Economics) having eleven papers. 
The Centre also suggested a number of post-graduate diplomas 
to meet the demands of specialisation better. Students who are 
not interested in pursuing post-graduate education in academic 
field and are desirous of enhancing their knowledge and skill in 
a professional area, are expected to join this course. The details of 
all these courses are given in Appendix 3.III. In the opinion of the 
Centre, the honours courses "will prepare students. for higher 
education with specialisation in different areas of commerce. This 
stream, by and large, will cater to the needs of post-graduate 
courses." At the post-graduate level, the students can choose any 
one of the three major areas, i.e. Accounting, Business Economics 
and Business Studies. "It will contribute to national development 
through dissemination of specialized knowledge and skills." 

The efforts of the UGC Curriculum Development Centre are 
undoubtedly praiseworthy. It may serve as a model course. The 
colleges and universities may be greatly benefited by this report 
in that they may discuss the report in their academic bodies for 
its adoption wherever appropriate. But experience in this respect 
since the publication of the report in 1989 is not very encouraging. 
Very few universities have adopted the recommendations of the 
UGC Curriculum Development Centre. The reasons are not far to 
seek. Firstly, UGC does not enjoy regulatory power in this respect. 
So, its recommendations may find wide acceptance only when 
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sufficient 'awareness' has been created throughout the country 
through national seminars. But onlv one seminar was organised 
in Delhi in 1989. Secondly, there is necessity for greater consensus 
on this crucial issue. Any effort to that direction has not yet been 
done very seriously. Thirdly, instead of trying to first remove the 
maladies of the existing course curriculum, the Expert Committee 
ventured to cover more ground in the form of professional courses. 
With the present inadequate and ill-developed infrastructure it is 
difficult to maintain even the standard of the traditional commerce 
courses, 5o, without ensuring release of more development grants 
to the colleges and universities in the country, any such attempt 
to diversify may be an exercise in futility. 

Higher education in accounting will be similarly made more 
useful when necessary changes are incorporated in the existing 
curriculum. In àny discipline, "the curriculum can never be static 
and must always change as the frontiers of knowledge expand 
with time. Update and restructuring must continue to enhance the 
quality and standards of education” (Pal, 1989). Thus, the course 
content of higher education in accounting should be redesigned 
and related to societals needs. It should be more rigorous in order 
to bring it at par with other social sciences. 


In the next section we have studied some of the structural and 
environmental problems and their possible remedies for 
improvement of accounting education in India. We now briefly 
discuss some of the promising areas concerning course structure and 
course curriculum in higher education in accounting. 


There is lack of coordination between the curriculum framed at 
the higher secondary level and that framed at the under-graduate 
and post-graduate levels. A better coordination is desirable to 
avoid duplication of efforts and wastage of time. Presumably due 
to lack of well-defined objectives and proper coordination at various 
stages, the commerce education in India does not command its 
due respect from trade and industry. The curricula up to graduate 
level should be designed in such a way that it partly meets the 
requirements of the professional institutes and partly the 
requirements of higher education in that those who will come out 
successful at the trade graduation level may either pursue higher 
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education or may shift for professional qualification. Also, the 
curricula should give more emphasis on conceptual and research 
aspects. 

As stated earlier, accounting education should be consistent 
with national and international developments and environments. 
As accounting training will find itself increasingly part of the total 
socio-economic scene, it also needs to respond to dvnamic changes 
and to be future-oriented. Research of a basic and applied nature 
in accounting will have to be viewed as the key to future 
developments and improvements. This aspect has been discussed 
in detail in chapter 5. Continuing education should also become a 
major force in accounting education. Our aim should, therefore, 
be to produce accounting academics, researchers and academic 
accountants. If we continue to follow the traditional practice of 
imparting training, accounting graduates would not get due 
recognition from industry. We should frame the structure and 
curriculum of accounting education accordingly to the current 
needs of the society. A few suggestions (Banerjee, 1992) in this 
respect are made in the paragraphs that follow. 

In the last few decades, accounting has seen a number of 
changes. A lot of efforts have been made in the USA and the UK 
to develop a comprehensive accounting theory. These efforts have 
resulted in a major change in teaching and practice of accounting. 
Many universities have started adopting accounting theory as part 
of their accounting education curricula. From an analysis of the 
course structure in chapter 2, it appears that the ICAI and ICWAI 
are yet to follow suit. One can easily foresee that in the years to 
come there will be greater clarity in articulation of accounting 
concepts resulting in qualitative changes in the teaching and 
practice of accountancy. There is widespread lack of attention to 
International Accounting issues in the present accounting curriculum. 
In chapter 2 we have discussed the establishment, development 
and the role of the International Accounting Standards Committee 
(IASC). It may be stated here that the major accounting policy 
decisions concerning measurement of income and financial position 
have now become permissible only within the norms laid down 
in the accounting standards formulated by the IASC or by the 
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national accounting bodies. Thus, greater emphasis on Accounting 
Standards should be given in the course structure of professional 
examination so as to make accounting measurements more precise, 
more credible and more comparable. Certain other areas of 
accounting like Human Resource Accounting (HRA) and Social 
Accounting (SA) should also be incorporated. While HRA aims at 
accounting for people as an organizational resource, SA deals with 
measurement and communication of the total performance of an 
enterprise in terms of its contribution to the society. We have also 
mentioned earlier that India has developed a public sector all by 
herself to suit her own requirements. Both HRA and social 
accounting are, therefore, more important in the context of 
enterprises belonging to the public sector. The reporting practices 
in this context have been highlighted in section 4.7. It has been 
mentioned there that the way they are doing it leaves much room 
for criticism. It is presumably because the formal education system 
has not given due emphasis on this area. 

Another area that requires proper attention is Management 
Accounting and Financial Management. In a developing countrv 
resources are scarce and they are required to be allocated to priorit, 
sectors for balanced development of the economy. While the ICW AI 
in its new course has given due emphasis on them, the ICAI is 
lagging behind. It cannot be denied that the areas of Management 
Accounting in our country is underdeveloped — more so in 
government accounting systems — which we have discussed later 
on. Introduction of proper management accounting techniques in 
Government activities would result in a much better management 
of the economy. 

During the last few years, there has been considerable change 
in the policy of the Government with regard to installation and 
use of computers in Government and semi-Government 
organisations. But we do not have an adequate number of trained 
accountants to handle the situation. The accounting education 
system should take care of this new development and courses 
should be designed accordingly. It should be emphasised that use 
of computers is bound to bring in changes in the process of 
accounting, and analysis and interpretation of results. This should 
bring in consequential changes in auditing also. For example, in 
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the changed environment the auditor has to obtain evidence 
regarding the reliability of the EDP system and its output through 
specially designed techniques like test packs and controlled 
processing. On-the-job training through computers is, therefore, 
essential to impart proper training of computer application. 

That India is predominantly an agricultural country cannot be 
inferred from the courses designed by either the professional bodies 
or by the universities. There is total lack of emphasis being given 
on this sector which provides vitals to the 70 per cent of the 
country's population. Thus, the areas of Farm Accounting, Farm 
Management, Farm Costing can no longer be afforded to be left out 
of the accounting courses in India. The sooner it is included the 
better it is for the health of the economy. Another area to be 
developed is accounting and management problems in the unorgunised 
sector of the economy. This sector is represented by small and 
cottage units and self-employed professionals. A better 
management approach, application of formal accounting systems 
will have a far-reaching effect on the profitable operations of these 
units. At present, only a small segment of the total economic 
activity in India has adopted proper accounting and reporting 
systems. In the unorganised sector the persons engaged in 
book-keeping and accounting, known as the 'munims', have a very 
low level of general education. They follow simple traditional 
methods of book-keeping for drawing up of final accounts; some 
of them even follow elementary costing methods. There are no 
training establishments for them and the art is learned by 
observation and oral tuition by the senior 'munims' (Sarker, 1975). 
The unorganised sectors should, therefore, be brought within the 
umbrella of accounting education as early as possible. 

Another important area that requires careful consideration is 
the Public Sector Accounting (Bhandari, 1973). We have mentioned 
elsewhere the significance of public sector in the economic 
development of India. The public sector employs about two-thirds 
of the workers employed in the organised sector of the Indian 
economy (Nigam, 1988). A big chunk of the same relates to 
accounting functions in the public enterprises, statutory 
corporations and Government departments. Government 
companies and statutory corporations follow the same principles 
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with regard to maintenance and presentation of accounts as private 
sector companies. This is partly due to the requirements in the 
Companies Act of 1956. Government companies and statutory 
corporations are not run by the Government for commercial 
considerations only. The existing accounting education and training 
method given by the professional institutes and universities suit 
the private sector accounting better than that of the public sector. 
Accounting methods followed in Government departments, 
popularly known as Government Accounting, is characterised by 
rigid legal principles with a bias towards accounting and budget 
requirements of the Government. Significantly enough, there is 
hardly any coverage of Government Accounting in the present 
accounting education and training system. A change in outlook 
with consequential changes in syllabi and training method are, 
therefore, a necessity of the day. 

Another very promising area is Ethics in Accounting. We have 
emphasised in chapter 5 the need for promotion of excellence in 
teaching and research for improvement of quality of our education 
system. Another aspect, viz., cultivation of human values in the 
students and the teachers, is equally important. The recent scams 
and a number of events in the corporate sector, including creative 
accounting, justify cultivation of such values in our education 
system. "The power that comes with knowledge would have real 
meaning only if it is modulated by moral and ethical concerns" 
(Reddy, 1994). The teaching of ethics in accounting can help the 
students feel more confident later when confronting an ethical 
dilemma in practice. The goals of teaching ethics in general and 
accounting ethics in particular may be "stimulating the moral 
imagination, recognising ethics issues, eliciting a sense of moral 
obligations, developing analytical skills and tolerating and reducing 
disagreement and ambiguity" (Belkaoui, 1992). 

At present, there is no provision for teaching of ethics in 
accounting in any course — professional or academic. So, it should 
be incorporated as part and parcel of learning process in accounting 
education in India. A framework for this is not difficult to conceive. 
However, a beginning in this respect is long overdue. The 
liberalization policies are likely to bring in many changes in 
education in the future. These changes will become more effective 
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if operated in an ethical and responsible environment. Accordingly, 
ethical foundations of accounting academics, researchers and 
students will become more important in the days to come (Banerjee, 
1993). 


3.4 Structural and environmental problems and their 
remedies 

Despite variation in the situation obtaining in different parts 
of the country in respect of commerce education like any other 
discipline, there are some common problems. In our endeavour to 
improve accounting education, we should be mindful of the 
numerous structural and environmental problems of the existing 
system. We outline below some of the more important ones 
(Banerjee, 1991). 

(1) Unlike the United States of America and many other 
advanced countries like Japan, Australia and the U.K., India does 
not have a separate discipline of accounting education. At the 
college and university levels in India, accounting education 
virtually becomes a part of commerce education which tends to 
include a large number of subjects, and, in the process, an attempt 
is made to make the students jack of all trades but master of none. 
There are, of course, a few exceptions to this general tendency 
from the point of view of structural position. For example, in a 
few universities in the State of Rajasthan, we find Departments of 
Accountancy and Statistics instead of Departments of Commerce. 

(2) The more brilliant and ambitious of the student community 
generally pursue careers in engineering or medicine and as a result, 
business studies, in general, attract only the second or the third 
best. 

(3) Accounting as an intellectual discipline is not well 
established, being taught primarily as a technical skill. Course 
descriptions and syllabi are anachronistic relative to societal needs 
and little coordination among the different levels of education 
exists. New areas such as computer know-how, feasibility studies, 
farm accounting, public sector accounting and operational auditing 
are poorly covered or ignored altogether. 

(4) Teaching methodologies are unscientific and ineffective, 
relying heavily on lecturing and induction of computational skills. 





70 Accounting Education in. India 


Teaching aids in the form of projectors, quality textbooks, case 
study materials and accounting laboratories are virtually absent, 
primarily due to financial constraints and lack of infrastructural 
facilities. 

(5) Training concentrates too much on practitioners’ problems 
to the neglect of more realistic and relevant economic, analytical 
and decision-making aspects of accounting. Also, the evaluation 
system is not geared towards assessing the students' conceptual 
abilities and logical bent of mind. The emphasis, on the contrary, 
is in learning by rote and solving problems mechanically. 


(6) Practical training in accounting at the graduation and 
post-graduation levels is totally absent due to large number of 
students and low rapport with industry, business and practitioners, 
even though it is acknowledged that the accounting discipline is 
rooted in practice. "Our education system is often criticised”, said 
the Hon'ble Chancellor of the University of Calcutta during His 
Convocation Address on 25.02.1994, "of being too theoretical 
without necessary linkages between the contents of higher 
education and the various sectors of our economy" (Redd y, 1994). 

(7) College and university libraries are not well-equipped with 
adequate number of text and reference books and journals. 

(8) There is acute shortage of full-time teachers at the college 
and university levels leading to more dependence on part-time faculty 
members. The teacher-student ratio in most of the institutions is too 
low having its adverse impact on the quality of teaching and 
output. 

D) The, .... examination system, replete with serious 
deficiencies, has eroded the credibility and validity of the degrees 
awarded" (Gnanam, 1994). 


What transpires from the discussions above is that the present 
system of commerce education is fraught with many problems and 
deficiencies. The nature and magnitude of some of these problems 
and the possible remedial measures are highlighted in chapter 6 
where we have made an extensive survey. We would, however, 
like to suggest some of the possible remedial measures as follows. 

(1) Accounting should be accorded the status of a separate 
discipline under the auspices of the School of Business at the 
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post-graduate level. Now that accounting has transformed from 
'stewardship' function to accounting as an 'information system', 
as detailed in section 1.1, various parties will be interested in 
accounting information and hence there will be more and more 
demand for such information in the years to come. 

(2) Commerce and especially accounting programmes at the 
university level should stop playing second fiddle to those of professional 
institutes in order to justify their existence, Accordingly, course 
structure and contents should be redesigned to expose the student 
to the conceptual foundation of accounting subjects, research 
methodology and contemporary research findings. We have already 
highlighted our suggestions in this respect in the previous section. 

(3) As a necessary corollary, the teacher/student ratio should 
not be allowed to rise above 1:50. Vacant posts in the existing 
institutions should be filled up and new posts created for the 
purpose. New universities, either state-owned or in the joint sector, 
may also be established to cope with the pressures of increasing 
number of students. 

(4) Accounting education, to be purposeful, must be coordinated 
at all levels. The curricula upto the under-graduate level should 
be able to equip the student to meet the requirements of professional 
institutes as well as of higher academic education. At the 
post-graduation level, the emphasis should be predominantly on 
conceptual and research aspects. The gap between academic and 
professional institutions, that between teaching and research and 
between teaching and practice, should be narrowed down. 
Necessary linkages at these levels are to be set up "making more 
relevant to our needs. This would enable us to tap, meaningfully, 
various potentialities that exist" (Reddy, p. 4). 

(5) Teaching methodologies should be made more effective. 
Firstly, the mode of instruction should be directed toward the 
infusion of technical, computational as well as conceptual skills in 
the student. While the procedural aspects dwelling on the question 
of 'how' should not be lost sight of, a greater emphasis should be 
placed on the rational aspects of "why' and ‘what’ ought to be. 
This approach to learning will further develop the skills of the 
accounting students to meet the changing needs of the society. 
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Secondly, with regard to teaching aids, the case study approach 
should be encouraged to bring the class room exercise closer to 
reality. Group discussions, debates, workshops and seminars 
should be organised to provide the student to think independently 
and to express him/herself freely. Quizes may also be conducted 
to assess one’s precision and width of knowledge. Audio-visual 
aids, e.g., overhead projectors, audio-video tapes and documentary 
films, may supplement the learning process to make it exciting 
and interesting rather than an onerous experience. 

A deliberate plan of how to perform the teaching functions 
could contribute to teaching effectrveness. The learning process in a 
course can thus be facilitated in course planning which is very much 
lacking in most of the academic institutions in India. There should, 
therefore, be proper course planning for accounting education right 
from the higher secondary level. 

(6) The present admission criterion should also be suitably 
changed. Students should not be admitted automatically based on 
last examination results only—there should be some sort of 
objective screening. For example, it may be based on marks obtained 
in the last examination (say, 50% weightage), marks obtained in 
the written test (25% weightage) and performance at viva (25% 
weightage). In short, a combination of a number of criteria, rather 
than any single criterion, will ensure better quality student-inputs. 

(7) If the teacher-student ratio can be brought down to 1:50, 
the students' assessment can be made internal, continuous and open. 
It should be done by the teachers who are teaching, it should be 
on a regular basis instead of periodical or end-term assessment 
and that answer books after evaluation should be accessible to all 
students (Kapur, 1994). This system may remove the lacunae in 
the existing assessment procedure. 

(B) Performance of teachers should be evaluated by students. 
The present one way system should be discontinued and teachers' 
performance should not be taken sacrosant. The evaluation should 
rest heavily on the clear and consistent use of criteria, which in 
turn, should stem from the clarity with which the educational 
institution's planned objectives are stated. Initially, in order to 
inculcate this culture prizes may be given for "best teaching" and 
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"best research". When a healthy practice is developed, evaluation 
may be given some weightage for career advancement or 
promotion. 

(3) In a situation of resource-crunch, the first casualty in the 
existing system becomes the library grant. This attitude should be 
changed because a good library is an important input in any 
academic system. Therefore, allocation of funds for purchase of 
textbooks and reference books and journals in the library should 
be increased to uphold the academic standard of both students 
and teachers. Libraries should also be modernized as far as possible. 


(10) Since accounting is 'a child of the ideology and mores 
of society that it serves’ (R.I. Tricker ,1978), accounting education 
in India should be consistent with national and global developments 
in the socio-economic environment. Accordingly, any endeavour 
toward curricula planning in India should focus, as indicated 
earlier, on a study of (a) International Accounting Issues and 
Accounting Standards; (b) Human Resource Accounting and Social 
Accounting; (c) Management Accounting and Financial 
Management; (d) Computer Applications and Programming in 
Accounting, Decision Making and Auditing; (e) Farm Management 
and Farm Accounting; (f) Management of Accounting for Small 
Business with particular reference to the problems of the 
unorganised sector; (z) Government Accounting and Public Sector 
Accounting; (h) Accounting for Non-profit Organisations; (i) 
Accounting and Human Behaviour and, last but not the least, (j) 
the Ethics in Accounting. 

It is heartening to note that the U.G.C. has opened its eyes to 
some of these maladies. In a move toward improvement: of 
commerce education, it has been providing greater recurring and 
non-recurring financial assistance to colleges and universities. It 
has also formed a number of nodal academic colleges (e.g. in 
Rajasthan, Delhi, Andhra Pradesh, .Pondicherry, Assam and 
Calcutta) for periodical training of commerce teachers through 
orientation and refresher courses with a view to improving the 
teaching methodology and updating the knowledge of the teachers. 
But the present orientation and refresher courses do not have 
comprehensive and extensive coverage of the essential contents 
and techniques required for effective teaching. Moreover, such 
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courses cater to only a minor portion of total teaching community— 
lecturers with less than eight years of standing. But what about 
the vast majority of senior teachers who ideally are expected to 
exert greater impact on the education system? 

We have discussed a number of problems and suggested their 
possible remedies for improvement of the accounting education at 
the college and university level in India. But we have not touched 
so far two important problems which relate to finance and academic 
administration. Accounting education cannot be developed in 
isolation because it is a sub-system of the total system where 
finance and administration play very important role. So, we deal 
with them very briefly. 

At present, almost all the universities in the country are 
incurring huge deficits, for neither does the government give them 
sufficient funds nor have they their own adequate means of resource 
generation. The share of students' fees in the total university 
revenue has steadily decreased over the years, though the 
expenditure per student bas registered a steep rise. Continuing 
heavy reliance of universities on government funds has had a very 
‘depressing effect’ on them by weakening their endeavor to raise 
their own resources. “Now, however, economic considerations in 
higher education are becoming important and non-economic 
explanation of the crisis in education is gradually losing ground 
.. With the growing significance of liberalization, privatization 
and the principles of market economy even in the social sector, in 
a number of foreign countries, there is a visible shift from 
state-supported higher education to the self-financed system. 
Financing education is getting linked to efficiency and productivity" 
(Arora & Sogani, 1994). Before we venture to make a few 
Suggestions to improve the present position, two important 
decisions announced by the Government of India in 1993 to assist 
universities in income generation may be mentioned. Firstly, 
whatever income the universities would be able to generate would 
not be deducted from the government/state grants given to them 
as against the previous practice of deducting them. Secondly, 100 
per cent tax exemption would be provided to the assessees for 
donations made to universities (section 80G of the Income-tax Act, 
1961). However, there is a stipulation that such generated income 
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should not be spent on salaries. Thus, the major emphasis would 
be on more reliance on self-financing and reduction of share of 
government financing. To overcome the situation a number of 
steps should be taken. These include : increasing tuition fees at 
least of those students who are economically well-off; introducing 
development fees, motivating people for donations and 
endowments, better industry-university co-ordination for funding 
research projects and equipment purchase, arranging loans to the 
meritorious students, etc. (Dalapaty, 1992). Some of these decisions 
would be very hard and involve social implications and have, 
therefore, to be taken after adequate debate and discussions at 
different levels. 

The last issue relates to academic administration. A university 
represents a unique structure where an ideal synthesis of 
technology, humanism, autonomy, accountability, initiative and 
regulation becomes a requisite for its sustenance and growth. The 
university organization should be as flat as possible and create a 
synthesis between centralization and decentralization (Arora & 
Sogani, 1994). The role of the academics in the administration 
should tend to increase and committees should become legitimate 
channels of participation. The Gajendragadkar Committee had 
suggested that “the academic and administrative wings of the 
university must work ina spirit of co-operation and understanding. 
A human touch must be present in all the sub-systems of a 
university.” 


3.5 The role of academic associations 

Development of accounting as an academic discipline which 
is rooted in practice is not possible without a constant exchange 
of ideas between academics and professional accountants and 
managers. For this, it is necessary to have separate fora where 
both academics and professionals can work together, meet 
periodically in seminars, symposia, conferences etc, publish 
journals and research volumes and undertake research works which 
may resolve many intricate issues—both of fundamental and 
applied type. In India, we have three voluntary Associations which 
perform similar activities for the cause of development of commerce 
and accounting education. These are : Indian Commerce Association 
(ICA), Indian Accounting Association (IAA) and Indian Accounting 
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Association Research Foundation (IAARF). Therefore, a few lines 
on the activities of each of them may not be out of context. Since 
academics at the college and university levels mainly took initiative 
to form such associations, we deal with them in this chapter. 

The Indian Commerce Association is an Association of college 
and university teachers, established in 1947, to develop commerce 
education in the country. It has the largest number of members 
from different parts of the country. It publishes its journal—the 
Indian Journal of Commerce—quarterly (so far XLVII volumes 
have been published). It also holds its annual conference every 
year in the month of December (the XLVIII All India Commerce 
Conference will be held in December 1994). The annual conference 
of the Association provides rare opportunity to the academics 
engaged in commerce education to discuss on topics relating to 
contemporary issues. Since many senior members of this 
Association are in the policy-making bodies of various nodal or 
regulatory bodies, such as the U.G.C., the I.C.C.S.R., the implications 
of many policy-decisions on the commerce education may also be 
discussed. Sometimes, policy-decisions may also be taken based 
on the opinions of the members of the Association. 

Next comes Indian Accounting Association—a forum of 
academics and professional accountants—which was established 
in 1970. It was formed after the model of the American Accounting 
Association with the objective of developing accounting education 
and research in India. The Association got recognition from the 
American Accounting Association as its associate body—an 
achievement which only seven other similar associations the world 
over could attain so far. One of the distinguishing features of this 
Association is that it constantly strives to bring in more and more 
professional accountants and managers so as to provide a platform 
where more and more interactions on accounting education, 
practice and research can take place. Like Indian Commerce 
Association, the [AA also holds its national (and sometimes 
international) conference every year (the XVIII Annual Conference 
will be held in 1995) and publishes a bi-annual journal, the Indian 
Journal of Accounting, which has already received international 
reputation (so far XXV volumes have been published). About 40 
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to 50 per cent of its articles are now contributed by distinguished 
academics from the U.S.A., the U.K., Australia, New Zealand, Japan 
and Singapore. 

The Indian Accounting Association Research Foundation 
(IAARF) was established in 1990 with its headquarters in Calcutta 
by the members of the IAA with the main objective of developing 
research in accounting. Its membership is also open to accounting 
academics and professional accountants and managers who are 
interested in the development of accounting research in India. So 
far, the Foundation organized two international conferences in 
Calcutta on contemporary accounting issues in January 1991 and 
January 1994 respectively. It has published international research 
volume, the details about which are given in chapter 5. 

The above associations suffer from a number of problems. 
Firstly, they do not have full time secretariates and are run by 
their office-bearers on an honorary basis. In some cases (ICA, IAA) 
their secretariates also keep on shifting from place to place with 
the change of office-bearers. Secondly, being voluntary 
organizations they do not have sufficient funds and are 
handicapped in their functioning due to shortage of fund. Thirdly, 
there is little rapport of these associations with trade and industry. 
Fourthly, these associations have not taken any bold steps to 
influence the right direction of commerce / accounting education 
through publications and other means. The above and many other 
similar problems have stood in the way of discharging very effective 
role of these associations in India. The situation now needs change 
due to changes in the environment. We would, therefore, suggest 
a number of steps for revamping the activities of these associations. 
Firstly, annual grants for maintenance and research activities should 
be given by the UGC I.C.S.S.R. and the state governments to 
overcome their financial problems. Secondly, better rapport should 
be established between these bodies and trade and industry. 
Thirdly, these bodies should directly aim at improving the higher 
education system through seminar, symposium, research 
publication and continuing education programme for the teachers. 
Serious academic exercises should be done during annual 
conferences, like those of the American Accounting Association, 
rather than taking them as annual events for building up personal 
contacts. 
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Appendix 3.1 
Accounting Curricula : High School Level to Post-Graduate Level 
(a) Higher Secondary Curriculum in West Bengal (2-year course) 


Language 400 marks 
3 Compulsory Elective Papers 600 marks 
1 Optional Elective Paper 200 marks 
Total 1200 marks 


N.B. Commerce subjects that may be taken as elective papers are : Business Economics 
including Business Mathematics, Business | Organisation, Accountancy and 
Economic Geography. 
(b) B.Com. Pass and Honours, Calcutta University 

(Papers of 100 marks each) 


(1) Common Pass papers for both Pass & Honours Courses : 


Group I : . Business Organisation & Principles of Management 
. Commercial & Industrial Law 
. Secretarial Practice & Office Procedures 

Group Il : . Resource Studies 


. Economic Principles & Problems 
. Business Mathematics & Statistics 
. Compulsory Additional Papers : Language 


(ti) Other papers 


zl C^ Ul e C N = 


Pass course Honours course 
8. Principles & Practice of Group Ill 
Accountancy 8. Business Economics 
9. Accountancy 
Elective papers : Two S 10. Costing & Taxation 
(Any one out of four groups) 11. Business Management 
Group III (A) Group IV 
12. Business Mathematics & Statistics 
9. DESCH Accounting & 15. Accounting Theory and 
10. Auditing & Taxation Group V (Elective Two ) 
Group III (B) (Any one out of four groups) 
9. Theory & Practice of Costing Group V (A) 
10. Accounting Theory & 14. Higher Accountancy 
Management Accounting 15. Auditing 
(only accounting groups Group V (B) 
are given) 14. Production, Productivity & 


Cost Effectiveness 
15. Advanced Cost Accounting 
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(c) M.Com (Two-year) Course, Calcutta University 
(Eight paper course divided into Part | and Part II Exams. Each paper 100 marks) 


Part]! (Compulsory papers) 


1. 


2. 
3. 


Organisation Theory and 
Business Management 
Business Environment 
Corporate Taxation & 
Costing 


. Statistics & Quantitative 


Methods in Business 


Part Il (Compulsory) 
5. Managerial Economics and 
Economic Legislation 
Optional Group 
3 papers of 100 marks each 
Papers of Accountancy Group 
6. Financial Management & 
Advanced Accounting Problems 
7. Accounting Theory & Auditing 
8. Advanced Cost and Management 
Accounting 


Appendix 3.H 


M. Com. Courses of a few premier universities in India 


A. For Ad. Com, Course of Calcutta University see Appendix 3.1. 
B. Two-year M.Com. Course of Delhi University 


(Papers of 75 marks each) 


Compulsory Papers 


1. Economic Analysis : Production 
2. Economics of Business Growth 
3. 
4. Quantitative Techniques for 


and Pricing 
Statistical Analysis 


Business Decisions 
Organization Theory 


Optional courses 


13. 
14. 
15. 
16. 


. Organization Behaviour 
. Management Accounting 
. Business Environment 

. Business Policy 

. Accounting Theory 


euo-9 


EL 
12. |. Any one of the six optional groups of four papers each 
| (only Accounting and Finance Groups are mentioned) 


} Any one of the optional groups of 2 papers each 





80 


Optional Groups (4 papers) 
(a) Accounting 
11. Accounting Control & 
Information Processing 
12. Internal Audit 
13. International Accounting 
14. Contemporary Issues in 
Accounting 
Optional Groups (2 papers each) 
(i) Business & Data Processing 
15. Computer Concepts & 
Programming 
16. System Analysis and Cobol 
Programming 
(ii) Public Enterprise 
15. Framework of Public 
Enterprises 
16. Management of Public 
Enterprises 
(iii) Small Business 


15. Small Business Entrepreneurship 


16. Small Business Management 
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(b) Finance 

11. Financial Management 

12. Financial Markets and 
Institutions 

13. Project Planning and Review 

14. Security Analysis & Portfolio 
Management 


(iv) Taxation 


15. Principles and Practice of 
Taxation 
16. Corporate Tax Management 


(v) Corporate & Industrial Laws 


15. Corporate Laws 
16. Industrial Laws 


Note : Part I Examination includes first eight papers and part Il, rest of the papers. 
C. Two-year M.Com. Course of Madras University 


(Papers of 100 marks each) 
Compulsory papers 
Business Policy 
Business Finance 
Advanced Business Statistics 
Entrepreneurial Development 
Management Control Systems 
Human Resource Development 


o mtunr 


Specialisation Papers 


7.) Three optional papers from 
B. ES one of the seven groups 
9. 


10. Institutional training and report (Training of at least one month : 25 
marks ; Project report relating to the field of specialisation : 50 marks 


and viva voce 25 marks) 


Marketing and Marketing Research 
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Optional Groups (Three papers each) 


Group I : Finance & Investment Group III : Accounting & Auditing 
7. Financial Services and Stock 7. Advanced Accounting 
Exchange 8. Management Accounting 
8. Financial Management 9. Auditing 
9. Investment Analysis and 
Portfolio Theory 
Group V : Accounting and Computer 
Group Il : Accounting & Taxation Applications 
7. Advanced Cost Accounting 7. Business Data Processing 
B. Income Tax and Tax Planning (including practicals) 
9. Advanced Corporate 8. Financial Analysis (with 
Accounting computer applications) 


9. Advanced Corporate 
Accounting (with computer 
applications) 
Note : Papers I to 5 are included for Part 1 Examination and papers 6 to 10, for 
Part Il Examination. 


Appendix 3.111 
B.Com., M.Com. and P.G. Diploma Courses 
recommended by UGC 
(a) Course Structure of B.Com. (Honours) 


Ist year 
H.1.1. Business Organization and Management 
H.1.2. Business Laws 
H.1.3. Business Economics 
H.14. Environmental Studies 
H.1.5. Financial Accounting 
H.1.6. Business Mathematics and Computer Awareness 
In addition to above six papers, each university will be free to teach 
Communication Skill through English, Hindi/regional language. 


IInd year 

(A) Accounting (C) Business Economics 
H.2.1. Higher Financial Accounting H.2.5. Monetary Economics 
H.2.2. Cost Accounting H.2.6. Statistics 


(B) Business Studies — 
H.2.3. Production Management 
H.24. Financial Management 
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Ill rd year 

Accounting Business Economics 

H.3.1. Income Tax Law H.3.5. International Trade 
H.3.2 Auditing H.3.6. Public Finance 


Business Studies 


H.3.3. Personnel Management 
H.3.4. Marketing Management 


(b) Course Structure of B.Com. (Professional) 


Ist year 


P.1.1. Business Organization and Management 

P.1.2. BusinessLaw 

P.1.3. Business Economics 

P.14. Business Environmental Studies 

P.1.5, Financial Accounting 

P.1.6. Business Mathematics and Computer Awareness 


In addition to above six papers, each university will be free to teach 
Communication Skill through English, Hindi, regional language. 


lind year 

(A) Accounting (C) Business Economic 

P.21. Cost Accounting P.2.5. Statistics 

P22. Accounting Practices for H Ze Indian Financial System 
Small Units 


(B) Business Studies 


P.23. Financial Management 
P.24. Factory Organization and 


Management 
Hird year 
L Accounting 
(A) Accounting (3 papers) (B) Taxatton (3 papers) 
P.3.A.1. Company Accounting P.3.A.4. Taxation (Customs & 
P.3.4.2. Computer Concepts and Central Excise) 
Cobol Programming P.3.A.5. Taxation (Income Tax) 
P3.A.3. Auditing DAAG Taxation (Wealth, Gift, 


Sales and State Excise) 
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ll. Business Studies 


(A) Personnel Management 
(3 papers) 
P.3.BS.1. Personnel Management 


P.3.BS.2. Labour Laws 
P.3.BS.3. Industrial Relations 


(B) Marketing Management 
(3 papers) 
P.3.BS4. Marketing Practices 
P.3.BS.5. Advertising 
Management 
P.3.BS.6. Sales Management 


Ill. Business Economics 


(A) Foreign Trade (3 papers) 


P.3.BE.1. Foreign Trade and its 
Financing 

P.3.BE.2. Import Policy and 
Procedures 

P.3.BE.3. Export Pc licy and 
Procedures 


(c) Course Structure of M.Com. 


(i) Ad Com. (Accounting) 


01 Higher Company Accounts 


02 Accounting Theory 


03 Management Accounting 

04 Management Control Systems 

05 International Accounting 

Operations Research & Computer Application 


07 Financial Management 


08 Theory and Practice of Statistics 


09 Direct Tax Laws 


WEE gr gr deg 
S 


(ii) Ad Com, (Business Studies) 


BS. 01 Principles of Management 


10 Tax Planning and Management 
11 Investment Management 


(B) Commercial and Cooperative 


Banking 


P.3.BE4. Commercial Banking 


Operations 


P.3.BE.s. Banking Law and 


Practice 


P.3.BE.6. Cooperative Bankin; 


BS. 02 Organizational Behaviour & Industrial Psychology 


BS. 03 Financial Management 
BS. 04 Marketing Management 
BS. Personnel Management 
BS. 


un 


05 
06 Production and Operational Management 
07 Business Policy and Environment 
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BS. 08 Accounting for Business Decisions 

BS. 09 Management Information System 

BS. 10 Public Enterprise Management 

BS. 11 Security Analysis and Portfolio Management 
BS. 12 Theory and Practice of Statistics 


(ui) M.Com. (Business Economics) 

BE. 01 Micro Economics 

BE. 02 Macro Economics 

BE. 03 Industrial Economics 

BE. 04 Theory and Practice of Statistics 
BE. 05 Economic Growth and Planning 
BE. 06 Financial Markets and Institutions 
BE. 07 International Economic Relations 
BE. 08 Industrial Relations and Personnel Management 
BE. 09 Public Enterprise Management 
BE. 10 Public Budgeting 

BE. 11 Monetary Policy 


(d) P.G. Diploma Courses (One year) 

(i) P.G. Diploma in Accountancy and Internal Audit 
1.01 Management Accounting 

102 Financial Management 

1.05 Financial Accounting and Auditing 

1.04 Internal Audit 


(i) P.G. Diploma in Insurance 

201 Principles of Life Insurance 

202 Fire and Marine Insurance 

203 Property and Liability Insurance 
204 Insurance Finance Administration 


(iii) P.G. Diploma in Cost Accounting 
3.01 Production Management 

3.02 Cost Records and Overheads 
3.03 Costing Methods and Techniques 
3.04 Cost and Management Audit 
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(iv) P.G. Diploma in Personnel Management 


4.01 
4.02 
4.03 
4.05 


Foundation of Personnel Management 
Industrial Relations 

Labour Legislation 

Human Resourse Development 


(v) P.G. Diploma in Portfolio Management 


5.01 
5.02 
5.03 
5,04 


(vi) 

6.01 
6.02 
6.03 
6.04 
(vii) 
7.01 
7.02 
7.03 
7.04 


(viii) 


8.01 
8.02 
8.03 
8.04 


Security Analysis and Investment Decision 
Indian Capital Market 

Financial Reporting and Analysis 

Legal Framework 


P.G. Diploma in Entrepreneurship and Small Unit Management 


Entrepreneurship and Industrial Development 
Project Planning and Management 
Management of Small Enterprises 

Finance and Tax Management 


P.G. Diploma in Public Enterprise 

Growth and Management of Public Enterprises 
Human Resource Management 

Financial Management 

Public Accountability and Relations 


P.G. Diploma in Foreign Trade 

International Marketing and Management 
Export-Import Procedures and Documentation 
Economic Systems and Foreign Trade in India 
Commercial Law and Overseas Marketing Research 


Source: UGC Curriculum Development Centre, Dept. of Commerce & Business 
Administration, LIniversity of Allahabad, 1989. 
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Four 


Contribution of the Corporate Sector to 
the Development of Accounting Education 
in India 


4.1 Introduction 

Accounting bas been in practice since the beginning of recorded 
history of mankind (Porwal, 1993). Business transactions and land 
sales were recorded in even 4500 B.C. But the financial accounting 
in its present form has a very recent origin, and this dates back 
to the development of large scale business, mostly in the form of 
joint stock company. In fact, the legal importance that we find 
today to be attached to financial accounting stems directly from 
the need of corporate sector. Along with this environmental change, 
a change in the very objective of accounting has also been 
introduced since the inception of: corporate sector. Investors, be 
they big or small, are required to be provided with reliable and 
adequate information in order to make them capable of making 
efficient investment decisions. A few other “audiences-of-interest" 
have also emerged and the modern accounting has to fulfill the 
information needs of all these groups instead of helping merely 
in wealth-creation of the proprietor. 

This transition in accounting environment and objective has, 
for obvious reason, brought about a change in accounting education 
system in each country. The dimensions of accounting have been 
changing continuously in response to the changing socio-economic 
needs. As a result, the boundaries of accounting education have 
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increased to a great extent as the academics have now to face more 
peculiar and ever-growing challenge to produce better quality 
products. Earlier, accounting courses tended to be virtually devoid 
of rigorous analysis which was characterised by the uncritical 
acceptance of the assumptions reflected in accounting procedure 
(Glautier and Underdown, 1986). But today the analytical approach 
has been the basic theme of accounting as in case of other streams 
of education. In India also we notice this transition. It may be 
mentioned that accounting education is a broader concept and 
includes, among others, corporate accounting and reporting. In 
this chapter we analyse how corporate accounting and reporting 
practices have been contributing to the cause of accounting 
education in India and what role, direct or indirect, the corporate 
enterprises, the regulatory bodies and others have been playing in 
this regard. 


4.2 Influence of Corporate Sector on Accounting Concepts 
and Methods 


As stated earlier, the history of accounting development is 
closely connected with the history of development of trade and 
commerce. Major changes in accounting procedures have taken 
place as a direct consequence of changes in the nature and forms 
of business enterprises (Basu, 1981). This becomes evident 
particularly along with the introduction of corporate sector in the 
field of trade and commerce. It is a known phenomenon that the 
proprietary theory of accounting was initially at the root of double 
entry system of accounting. The academics had, therefore, to resort 
to this proprietary theory in order to explain and elucidate the 
fundamental accounting equation. Conceptually, the proprietor 
was placed in the central position—all assets were considered as 
properties of the proprietor and all liabilities were treated as his 
obligations to creditors. But this proprietary theory has been 
virtually replaced, with the growth and expansion of corporate 
enterprises by a new theory known as "entity concept". No longer 
the proprietor is at the focal point of accounting. It is the entity 
now, entity of the enterprise, which deals with the creditors, debtors 
and even with the owners. Accordingly, accounting seeks to explain 
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the specific position of a single entity embedded in a network of 
relationship with other entities. This basic change in the accounting 
concept has, undoubtedly, influenced the accounting education. 
Emphasis of the education has, as a result, been shifted from 
balance sheet to income statement (Porwal, 1993). Owners or 
shareholders being treated as one type of creditors to business 
entity (company) are now interested in getting return on their 
investment at regular interval instead of asking merely for the 
asset-liability position of the concern. That is why the preparation 
of income statement has become essential. But measurement of 
income is itsclf a difficult task. Earlier it was not adequately known 
how to recognise periodic revenues and match expenses therewith. 
Now this is increasingly being done quite satisfactorily by a large 
number of organisations. The development of accounting theories 
over the years led to improved accounting practices both of which 
have direct bearing on the accounting education system. As for 
example, the depreciation accounting has been reformed which 
initially was calculated by the Inventory Method (Littleton, 1933). 
"Lower of cost or market" rule for valuing stock has also been 
introduced. Efforts are made to reduce free choices or earmark the 
most preferred choice in inventory valuation today in order to 
measure income more accurately. 


4.3 Effect of Corporate Sector on the Regulation of Accounting 


Another distinguishing feature that has emerged in the 
accounting field along with the emergence of corporate sector is 
a radical change in the form of regulation on accounting which 
may be defined as the act of making the accounting process regular 
and /or the act of controlling, governing, directing, correcting and 
adjusting it by rule (Banerjee and Chakraborty, 1988). Accounting 
regulation was, however, in existence long before the introduction 
of corporate sector. But the present form of regulation can be 
claimed to be the contribution of corporate sector alone. Farlier, 
financial statemen! was prepared primarily to reveal the wealth 
and income varned by the pruprictor. The accountants were, 
therefore, appointed by proprictor and they used to work under 
the guidance and contro! of the proprictor. Thus, the work of 
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accounting in the past was also subject to some regulation and 
the proprietor himself or entity itsclf acted as the regulator during 
those days. But at present the scenario has altogether changed. 

Now, the accounting reports are consulted by a large section 
of people (including the government) who have a wide range of 
interest in them though in varying degrees (Dasgupta, 1977). From 
accounting, the owners today want to know whether to relinquish, 
retain or further acquire the investment; employees and workers 
about continuity in employment and future prospect; managers 
to judge their efficiency ; creditors to judge firm's credit status ; 
consumers about regular supplies at reasonable prices and 
government as tax receiver simultancously to exercise control and 
to see how far the social objectives are being attained. These 
diversified interests are, again, to a great extent mutually exclusive. 
For example, managers' interests do not necessarily coincide with 
the interests of the shareholders and bondholders. A manager (if 
he is also an owner) has incentives to convert assets into dividend, 
thus leaving the bondholders with the shell of the corporations. 
Similarly, the manager has incentives to transfer wealth to himself 
at the expense of both shareholders and bondholders (Watts and 
Zimmerman, 1988). Thus, regulation by an outside agency became 
essential on the eve of the emergence of corporate sector, and the 
government in most of the countries was taken to be an impartial 
and independent regulator in this regard. India is not an exception 
to that general trend. 

In order to serve the aforesaid conflicting interests of different 
user-groups in best possible way, the Government of India set up 
a legal framework for regulating corporate accounting, the history 
of which dates back to the year 1857 when the first Companies 
Act giving legal recognition to the preparation of balance sheet 
was passed. Since then five original Acts affecting corporate 
accounting (in the years 1857, 1862, 1882, 1913 and 1956) and 
numerous amendments thereof have been enacted. All of them 
have always reflected a changing pattern of objectives and influence 
in the development of corporate accounting in India (Chakraborty, 
1988). The changes brought about in these Acts are evolutionary 
in nature. Apart from the Government, there are other regulators 
in some form or the other. For example, the role played by the 
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professional institutions, viz. the Institute of Chartered Accountants 
of India (ICAI), the Institute of Cost and Works Accountants of 
India (ICWAI), the Department (formerly known as Bureau) of 
Public Enterprises (DPE), the Committee on Public Undertakings 
(CPU), to mention a few, are worth-mentioning. Similarly, the role 
of Comptroller and Auditor General of India (C & A G), stock 
exchanges, financial institutions, business guilds and academic 
associations is also no less important in the matter of accounting 
regulation. An endeavour to develop accounting from so many 
angles has been initiated particularly due to the emergence of 
corporate sector at national as well as international level. 

The above-mentioned sea-change in the field of accounting 
has, for obvious reasons, exerted a considerable impact on the 
accounting education in India. Educators have enormous materials 
at their disposal to teach the development of corporate accounting 
in India. A comparative study of the successive Companies Acts 
with respect to accounting and reporting provisions will provide 
a good historical perspective in this respect. It is also not always 
true that law has always influenced accounting practices. There 
are cases where the converse is also true. For example, there was 
a time when dividends could be declared even without accounting 
for depreciation on capital assets including plant and machinery 
[vide the case of Wilmer V. McNamara and Co. Ltd. (1985 ech. 
245)]|, although accountants have always advocated the charging 
of depreciation in computing divisible profits. Today, however, 
the statute itself provides that unless proper depreciation on fixed 
assets is provided for in the accounts, no dividend may be declared 
(Bhattacharya, 1987). 

There are many other issues in this area which provoce 
academic interactions. As for example, there has been a clear 
demarcation between two groups of researchers—one opposing 
accounting regulation and other being in favour of it. Those who 
oppose regulation argue that the absence of regulation may lead 
to trade-in-information which, in turn, may produce better 
information (Chakraborty, 1994). But the other group feels that 
there is no method of selection among social alternatives that is 
not dictatorial (Arrow, 1986). This debate has undoubtedly provided 
for a wide scope for accounting research. Those who favour 
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accounting regulation are also compartmentalised on the question 
of selection of regulator. Some plead that accounting profession 
should be given more authority for imposing regulation whereas 
others argue in favour of the present practice. Thus, the issues in 
accounting regulation with the emergence of corporate sector have 
opened up wide areas for academic interactions and researches 
having their inevitable bearing upon the prevailing education 
system in India. 


44 Emphasis on disclosure—another emerging dimension 


Earlier, when the capital was supplied by the sole proprietor 
and there was no separation between the ownership and 
management, the term "accounting" was mainly used for measuring 
income and interpreting results thereof. The person who prepared 
accounts, or got the accounts prepared by the accountant, was the 
sole user of the product. Naturally, the question of communicating 
the results to others did not assume that importance during those 
days. But today the scenario is totally different. 


Accounting is now defined as the process of identifying 
information and of communicating the same to permit informed 
judgments by the users of the information. The Accounting 
Principles Board (APB) of the American Institute of Certified Public 
Accountants (AICPA) in its Statement No. 4 (1970) stated that the 
function of accounting is to provide quantitative information, 
primarily financial in nature, that is intended to be useful in making 
economic decisions. Accounting is thus regarded as an information 
system for decision making. This is how disclosure in accounts 
has become a focal point to all those who are concerned with it. 
The position can also be explained from another angle. The 
accounting information is provided, under the conventional 
financial system, in the statements which are intended to serve the 
purposes of diverse groups. In this age of "information explosion" 
there have been consistent efforts in the corporate sector to provide 
more and more information for the users. 


This growing emphasis on disclosure has arisen due to a lot 
of compelling factors of the changing socio-economic environment. 
The emergence of "joint stock" form of business can be said to be 
one of those leading factors. Due to the constitutional peculiarity 
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of joint stock company, the management here has been divorced 
from ownership as stated earlier. Thus, the managers of companies 
are "the managers rather of other peoples' money than of their 
own......Negligence and profusion, therefore, must always prevail, 
more or less in the management of the affairs of such company" 
(Glautier and Underdown, 1986). Hence, arises the need for full 
disclosure of the company’s affairs to the shareholders / investors 
who may judge thereby the efficiency and credibility of the 
management. Disclosure is also essential in the interest of the 
prospective investors who without adequate information would 
not be in a position to distinguish between potentially successful 
and unsuccessful business (Jawaharlal, 1985). Besides, many other 
‘segments of society" today want to know, as a matter of right, 
whether the companies have been utilising societal resources 
effectively. Improved disclosure offers advantage to the enterprise 
as well. It tends to create among investors greater confidence in 
the activities of the enterprise which ultimately leads an individual 
prospective investor to pay larger amount, for a given security 
than he or she would otherwise do. This has the effect of lowering 
a firm's cost of capital (Choi, 1973). 

It appears from the above that corporate transparency is 
essential for efficient allocation of resources to maximise the 
economic welfare of the society. But empirical studies and a review 
of the literature provide evidence that corporations are reluctant 
to increase the extent of financial disclosure without pressure from 
accounting profession or the government (Hendriksen, 1982). The 
changes brought about in the successive Companies Acts in India 
amply justify this point. The Companies Act of 1866 had no definite 
requirement as to the contents of profit and loss account, but the 
Act of 1913 required specifically the separate disclosure of 
management's remuneration and depreciation. Part II of Schedule 
VI to the Act of 1956, on the other hand, includes as many items 
as possible to make available to the shareholders sufficient 
information relating to the affairs of the company. Besides, it 
requires that "any item under which the expenses exceed one per 
cent of the total revenue of the company or Rs. 5000, whichever 
is higher, shall be shown as a separate and distinct item......and 
shall not be combined with any other item to be shown under 
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Miscellaneous Expenses". The growing emphasis on more and more 
disclosure of accounting information will be more vivid if we 
compare the format of balance sheet as given in the Companies 
Act, 1882 (see Appendix 4.1) with that given in thé subsequent Acts 
prior to the Act of 1956. Efforts are still going on to increase the 
dimensions of corporate reporting as will be evident from some 
of the provisions of the Companies Bill, 1993 (see Annexure 4.11 for 
a summary). The Bill has proposed a series of important changes 
in the corporate reporting system in consonance with some aspects 
of contemporary development in accounting policies e.g. disclosure 
as a going concern, revenue recognition (AS-9), material departure 
from accounting standards, precedence to substance over form, 
materiality of relevant items, qualification in the auditor's statement 
for inappropriate treatment of an item in financial statements in 
spite of disclosure of the accounting policies used or by notes 
thereto, to mention a few (Sulaiman, 1993). The ICAI has also been 
playing significant role in developing corporate accounting and 
reporting in India. We have earlier elaborated its role through 
issuance of guidance notes, accounting standards etc. for 
compliance by its members who perform the attesting function on 
annual accounts. The Institute has also introduced prizes and 
commendations for innovative presentation of company accounts 
and accounts of organisations belonging to other sectors e.g. 
banking, co-operative etc. All these have a direct bearing upon 
accounting education. For example, analysis of Sch. VI to the 
Companies Act, 1956, has been added to the curriculum of some 
universities. Study of accounting standards has been another 
important area. The corporate reporting practices is yet another 
grey area (this is separately discussed under a case study). The 
reporting practices in the public enterprises in India have been 
influencing the practices in the corporate sector as a whole. The 
prevailing scenario in the corporate sector in this respect can be 
used for class-room discussion. Research projects on many 
unresolved issues may also be taken up and their findings 
integrated with teaching. 


Some of the academic issues are now listed below : 


What are the objectives of financial statements presented by 
corporate enterprises ? 





Contribution of the Corporate Sector 97 


Is full disclosure detrimental to the secrecy and competitiveness 
of the reporting enterprises ? 

Are the provisions of the Companies A«t sufficient to ensure 
decision-usefulness of information ? 

Is it desirable to provide only one solution to each accounting 
problem or is it advisable to allow alternative practices with the 
disclosure of accounting policy adopted ? 

Do the users have sufficient awareness and expertise to 
comprehend the accounting reports ? If not, how to increase the 
awareness and level of understanding of the users ? 

How effective is the role of the regulators in developing 
corporate accounting and reporting in India ? How can this 
effectiveness be increased ? 

What is the global trend in financial reporting ? How much 
do we lag behind ? How to reduce the gap ? 

Many more similar questions which need concentrative 
discussions and interactions by the academics could be raised. Let 
us deal with the first and the last issue (the other issues having 
been partly discussed elsewhere) before we pass on to the next 
section. 

Regarding objectives of financial statements it may be stated that 
in 1971 the American Institute of Certified Public Accountants 
(AICPA) appointed a Committee, known as the Trueblood 
Committee, "On the Objectives of Financial Statements". The 
Committee submitted its report in October 1973 recommending 12 
objectives of which the main objective runs as follows : 

"The basic objective of financial statement is to provide 

information useful for making economic decisions’. 
In November 1978 the Financial Accounting Standards Board 
(FASB) of AICPA issued Statement of Financial Accounting Concepts 
No. 1 entitled "Objectives of Financial Reporting by Business 
Enterprises" which laid down five objectives. These are : 

To provide information which is useful to investors, 

creditors and others in making rational decisions. 

To assist investors and creditors in assessing future net 

cash flows to the enterprise in respect of amount, timing 

and uncertainty. 
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To identify entity resources (assets) and claims against 
resources, both creditor claims (liabilities) and owner 
claims (owners' equity). 

To provide information about enterprise performance 
and earnings potentials. 

To show how an enterprise obtains resources and what 
it uses them for. 


Of these five objectives, the second objective viz., "to assist investors 
and creditors in assessing future net cash flows to the enterprise 
in respect of amount, timing and uncertainty" has been most widely 
quoted as the objective laid down by the FASB (Sarker, 1989). 

It may be stated that the Trueblood Report was intended as 
guidance when accounting standards were being formulated in 
the States. The idea was then for the FASB standards to contribute 
to the achievement of the objectives of financial reporting. Some 
commentators interpreted that the authors of the Trueblood Report 
were advocating a return to cash accounting in order to evade the 
uncertainties and allocations necessitated by accrual accounting, 
an impression which some members of the Trueblood Committee 
reenforced with their public utterances. FASB Statement of Financial 
Accounting Concepts No. 1 corrected this by firmly adopting 
accrual accounting as the necessary basis for financial reporting. 


The International Accounting Standards Committee (IASC) 
through "Proposed Statement Framework for the Preparation and 
Presentation of Financial Statements" suggested that : 


"the objective of financial statements is to provide 
information about the financial position, performance 
and changes in financial position of an enterprise that 
is useful to a wide range of potential users in making 
economic decisions." 
With the above global trend, if we turn to India, we find that the 
objectives of financial statements have not yet been clea rly defined 
by any authority. The sole effort was made in the report of Companv 
Law Committee (Bhaba Committee) prior to the enactment of thc 
Companies Act, 1956, in the following words : 
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"The form of balance sheet and the contents of profit 
and loss account should be such as would make 
available to the shareholders as much information 
relating to the affairs of the company as it is possible 
to disclose." 
Since the above report, no attempt to define the objectives of 
financial statements has been made. If we are not clear about our 
objectives what results do we expect to achieve ? This is one 
important issue that needs interaction and serious study at the 
academic level. One of the reasons for doing this is that conditions 
prevailing in the corporate sector and those in the capital market 
in India are different from those operating in the advanced countries 
like the U.S.A., the U.K. and Japan. Therefore, we need to define 
our own reporting objectives that suit our economic conditions. 

Regarding the global trend in corporate financial reporting the 
trend in the past 20 to 30 years has been clearly in the direction 
Of innovations in reporting that go beyond the traditional legal 
requirements (Zeff, 1994). There are at least three aspects of this 
trend. 

(a) Segment Reporting : The wave of conglomerate mergers, 
coupled with the growth of multinational enterprise, both having 
their origin in the 1960s, ultimately led to segment reporting. Today 
in the U.S.A., Canada, the U.K. and Australia segment reporting 
is commonplace in the financial reporting packages of companies 
that are diversified by product line and geographic area. Even in 
Pakistan, segment disclosure in profit and loss account is required 
if turnover of segment exceeds 20% of the turnover of the company 
(sec. 234 of the Companies Ordinance, 1984). 

(b) Contextual Information and Cash Flow Statements : The 
more volatile product and capital markets beginning in the 1970s, 
coupled with high inflation and depressed economies, has driven 
a need by financial statement readers to acquire a deeper 
understanding of company liquidity and solvency, as well as of 
the risks and uncertainties that an enterprise faces when carrying 
on business in unpredictable markets. Thus far, three countries, 
the U.S.A., Canada and the U.K., either require or recommend that 
large companies provide an extensive narrative discussion of the 
factors underlying their operations, often occupying six to ten 
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pages of the company annual report. These discussions, known as 
MD&A (Management's Discussion and Analysis) in the USA and 
Canada and as the OFR (Operating and Financial Review) in the 
U.K., are regarded by investment analysts and other sophisticated 
financial statement readers as indispensable sources of insight into 
the milieu of a company's operations. Neither MD&A nor the OFR 
is covered by the auditor's report. In the USA, the MD&A is 
mandated by the Securities and Exchange Commission. 

(c) Strengthened standard-setting programmes : In the USA, 
the SEC has always rigorously enforced the standards statements 
issued by the Financial Accounting Standards Board. In Canada, 
since the early 1970s, the national Parliament and provincial 
legislatures and securities commissions have endowed the 
private-sector standard-setting body with almost absolute 
authority. Accounting standards were accorded official standing 
for the first time in the British Companies Act 1988, under which 
companies are required by law to declare whether they have 
adhered to accounting standards, and, if not, to give the details 
of, and reasons for, any material departures. In Australia, under 
the Corporations Law as amended in 1991, companies are required 
to prepare their accounts in conformity with accounting standards 
setin the private sector. A similar position is taken in New Zealand's 
Financial Reporting Act, 1993. In Pakistan, section 234(3)(i) of 
Companies Ordinance 1984 provides that the listed companies are 
required to follow all international accounting standards adopted 
with regard to accounting and reporting. 


The unmistakable implication of these global trends is that 
financial reports are seen today as much more than mere legal 
documents. They are instruments for giving credible financial 
information to capital market participants and to the public at 
large. 

In this connection it may also be stated that the AICPA Special 
Committee in Financial Reporting was formed in the Spring of 
1991 by the Board of Directors of the AICPA to address increasing 
concerns about the relevance and usefulness of financial reporting. 
These concerns have been expressed not only by the accounting 
profession itself, but also by academics, other study groups both 
in the U.S. and elsewhere, as well as by Congress and certain 
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regulators. The Special Committee's specific charge is to 
recommend (1) the nature and extent of information that should 
be made available to others by management and (2) the extent to 
which auditors should report on the various elements of that 
information (AICPA Bulletin, July 1992). 

The focus of the Special Committee's work is users’ needs and 
its recommendations will be responsive to meeting those needs 
for business information. Users have been defined as present and 
potential investors and creditors who lack the authority to prescribe 
the information they want directly from business enterprises. 
However, since all of that information would not necessarily be 
appropriate for inclusion in a reporting model for business 
enterprises, the needs will be limited to information that would 
assist these users in estimating the amount, timing and uncertainty 
of expected future cash flows. 

The Special Committee submitted its Interim Report in 
November, 1993. In the said Report it stated that "information is 
central to the operation of effective capital markets. Financial 
reporting has the unique role of reducing the risks and uncertainties 
that investors and creditors must deal with by providing relevant 
and reliable information about transactions and events. Over time, 
a financial reporting process that fails to meet the information 
needs of investors and creditors results in less effective capital 
markets. Uninformed markets misallocate and misprice capital to 
the detriment of almost everyone.” 

In the Interim Report, the Special Committee, therefore, 
suggested the following information to be incorporated in the 
Financial Report of a company : 

(a) Value information i.e. value information as useful for par- 
ticular types of assets and liabilities and in certain types of 
industry. 

(b) Disaggregated information i.e. segment information on a 
quarterly basis. 

(c) Core Earnings information i.e. reported earnings that is stable 
or recurring and that provides a basis for estimating sus- 
tainable earnings. 

(d) Estimates, assumptions and off-balance sheet risk i.e. more 
qualitative and quantitative information about the risks 
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associated with financial instruments and off-balance sheet 
financing arrangements. 

(e) Non-financial business information : Users need to understand 
the relationship between the events and activities of a com- 
pany and how those events and activities are reported in its 
financial statements. Non-financial business information 
serves the critical function of helping users understand that 
relationship as they evaluate the company's operations. 

(f) Forward-looking information i.e. information about operating 
Opportunities and risks that are relatively near term and 
relatively certain and quantifiable. 

(g) Credibility : Credibility of reporting is a serious problem. 
Investors, creditors and their advisors believe that the 
reports of many companies reflect the natural tendency of 
management to report information in the best possible light 
and to avoid reporting poor company performance. 


What does all of this mean for India ? This is a big question 
and needs to be tackled in its proper perspective by both the 
academics and professionals. 


4.5 Regulatory Disclosure Requirements in India: an 
Overview 


Having some glimpses of global trend in corporate financial 
reporting we now come back to Indian scenario. With this end in 
view, we first deal with, in this section, regulatory disclosure 
requirements. In the next section, we highlight the reporting 
practices in Indian corporate sector. 


An interesting feature to note in this connection is that most 
of the Asian countries, especially the ones forming the SAARC, 
were, till the forties of the present century, the colonies of the 
British. empire. Therefore, for these countries the sources of 
corporate laws were the corporate legislation in the emperor 
country although some changes have been made subsequently to 
suit the specific socio-economic requirements of each country. As 
such, much commonness exist. in the corporate laws for the 
regulation and control of corporate activities among the Asian 
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The second feature to be noted is the changing pattern of 
objectives and influence of successive Companies Acts in the 
development of corporate accounting and reporting in India. To 
highlight this evolutionary process a comparative legal position in 
the Companies Acts of 1866, 1913, 1936 and 1956 with respect to 
preparation and contents of profit and loss account and balance 
sheet is given in Appendices 4.1] and A. UI respectively. 

As it stands now, the Indian companies are governed by the 
Companies Act of 1956, though it has undergone a number of 
amendments since 1956, the latest amendment having taken place 
in 1988 by the Companies (Amendment) Act of 1988. The 
Companies Bill of 1993, introduced in the Parliament recently, 
evoked a lot of criticism and the Government in deference to such 
public opinion decided to re-examine some of the major issues 
before the Bill is finally considered by the Parliament (some of the 
salient features relating to accounting and reporting, as contained 
in the Bill, are given in Appendix 4.1V). Under these circumstances, 
the regulatory disclosure requirements in India refer to those which 
have been prescribed in the Act of 1956, as amended in 1988. The 
position is that the Board of Directors shall lay before the company 
at every general meeting (1) a Directors’ Report, (2) a Profit or 
Loss Account or income statement for the accounting year under 
consideration and a Balance Sheet as at the end of the accounting 
period along with Audit Report thereon. The other salient features 
of these disclosure requirements are given in the following 
paragraphs. 

(a) Every profit and loss account should give a true and fair 
view of the profit or loss of the company and shall complv with 
the requirements of Part IL, Schedule VI (Sec. 211). An exhaustive 
list for the items to be disclosed in profit and loss account has 
been prescribed in the said part. 

— (b) The forms of balance sheet have been provided in Part | 
of Schedule VI—one known as "T^ form and other, “Vertical” form. 
Every balance sheet shall give a "true and fair" view of the state 
of affairs and shall be in either of the two aforesaid forms or as 
near thereto (Sec. 211). | 
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(c) The schedules, accounting policies and explanatory notes 
which are intended to give the details thereof shall form an integral 
part of the disclosure. 

(d) There shall be attached to every balance sheet a report by 
its Board of Directors as to the state of affairs, amount which it 
proposes to carry to any reserve, amounts which it recommends 
should be paid by way of dividend, material changes and 
commitments, conservation of energy, technology absorption, 
foreign exchange earnings, whereabouts of highly salaried 
emplovees or of such employees who are relatives of directors etc., 
answer to auditor's remark and such other particulars as may be 
necessary (Sec. 217). 

(e) The auditor shall make a report to the members of the 
company stating whether or not (i) the accounts give a true and 
fair view, (ii) he has obtained all the information and explanations, 
(iii) proper books of accounts have been kept, (iv) the accounts of 
branch office have been audited, (v) the transactions are prejudicial 
to the interest of the company and so on (Sec. 227). Central 
Government may also direct special audit in certain cases, and 
audit of cost accounts in cases where records have been directed 
to be maintained (Sec. 233A and 233B). 

(f) A copy of the balance sheet so prepared along with other 
documents should be sent to, apart from every member of the 
company, every trustee for the holders of any debentures issued 
by the company (Sec. 219). Further as an alternative to sending 
detailed annual report it has been provided that in case of listed 
companies, its financial highlights in the 'abridged' form should 
be sent. However, on demand a copy of the full annual reports 
should be furnished free of cost. 

These are, in fact, the most distinguishing features of the statutory 
disclosure requirements now prevailing in India. 

One of the requirements for profit and loss account is that 
"any item under which the expenses exceed one per cent of the 
total revenue or Rs. 5000, whichever is higher, shall be shown as 
a separate and distinct item...". As a result, it is expected that 
break up of all material items of expenditure and income will be 
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disclosed. The "T" form of balance sheet as contained in Part I of 
Schedule VI is also a notable welcome to the user of accounts as 
its grouping, marsha!ling, break up and heading are more scientific. 
The vertical form of balance sheet is more purposeful to the users 
for its brevity and clarity. Due to its informational content and 
other relative advantages, this form is gradually gaining popularity 
in India. 

Auditors in India have been given power to enquire into both 
accounting and administrative matters. At the same time, they owe 
a duty to protect the interest of shareholders. Possibility of unholy 
alliance between the directors and auditors has been reduced by 
introducing the provision for special audit. In this age of massive 
industrialization, the provision giving power to Central 
Government to order cost audit, about which we have discussed 
in Chapter 2, has also been timely. 

Detailed provision with regard to Directors' Report as 
prevailing in India is another welcome feature. It has provided 
means for detecting bias in the activities of directors, and by this, 
all financial, physical, and technical features about company’s 
affairs are expected to be disclosed. 

However, it would have been better if a format, preferably a 
vertical multi-step format, for profit and loss account could be 
provided and instead of two forms of balance sheet, only the 
vertical form could be prescribed. "T" form contains much 
information, no doubt, but while doing so it becomes too clumsy. 
On the ground of maintaining uniformity is presenting accounting 
information, prescription of two alternative forms is not desirable. 
Hence, only the vertical form should be retained for use and the 
other be omitted. Moreover, suitable provisions should be made 
in the Act requiring disclosure of half-yearly accounts, changes in 
financial position, cash flow statement and segment reporting. 
Further comments in this respect are made in the next section. But 
it should be admitted that there are many interesting academic 
issues which require wider interactions and research. 

The Companies Bill, 1993, states that [ Part I of Schedule XII, 
SI. 15 ] a "statement of sources and application of funds shall be 
annexed to the balance sheet". It is desirable that this statement 
shall be a separate statement, being part of annual accounts, instead 
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of an annexure to the balance sheet. All over the world, it received, 
in view of its significance, due recognition as a separate and 
independent statement. Why then in India we propose to make it 
an annexure ? Regarding cash flow statement, there are also many 
academic issues which need to be resolved. The financial statements 
should be prepared /reported in such a manner that the investors, 
creditors, managers and others can predict future cash flows. 
Different authors have suggested models of cash flows keeping 
the above objective (Porwal, 1992). Lawson (1971), Giles (1977), 
ljiri (1978), Lee (1980), Hicks (1981), Ferrara (1981) are 
worthmentioning among them. It has to be emphasised that better 
performance evaluation, liquidity, solvency and flexibility is 
possible with the help of cash flow analysis. Such analysis assumes 
greater significance when there is corporate sickness in large scale 
in India (Banerjee, 1992). Consequently, some of the important 
issues that require serious consideration are : which of the emerging 
models, as stated above, will suit our requirements ? Or, do we 
need to devise a model of our own ? How long will it remain a 
supplementary statement ? 

Another point that needs attention is reporting in 'abridged 
form', as stated earlier. It may be mentioned that Form No. 23AB, 
prescribed by Notification No. GSR 449(E), dated April 17, 1989, 
permits financial statements to be reported in ‘abridged form’ for 
shareholders and others who, on demand, may, however, have 
detailed statements. The fact that over the world there has been 
an attempt to provide more and more information in the financial 
statements contradicts such a move in India. On the ground of 
cost also it does not find support inasmuch as to make two sets 
'ready/available may ultimately involve more costs to the 
reporting enterprises. In the USA, such a move has not received 
wide support both from the academics and professionals for 
obvious reasons. There is, thus, a need for reconsideration on this 
issue as well. 


4.6 Corporate Reporting Practices 

Keeping in view the present regulatory provisions for 
accounting and reporting, we analyse the reporting practices in 
the corporate sector in India. The annual accounts for the year 
1990-91 of 100 companies, the details with respect to which have 
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been given in Chapter 2, are used for the purpose. Since the 
compliance of accounting standards have been dealt with in 
Chapter 2, we concentrate on corporate practices as to greater 
financial disclosure and their impact on accounting education and 
research. 

A close scrutiny of the selected annual reports reveals that the 
compliance with statutory disclosure requirement is a general 
phenomenon. All the companies in our sample have included in 
their annual accounts balance sheets with supporting schedules, 
profit and loss accounts with required break-ups, auditor's reports 
and directors' report. As expected, many companies have ventured 
to disclose some additional information keeping in view the 
diversified needs of the users. Table 4.1 summarises the position. 
Table 4.1 shows that public sector enterprises disclose much more 
information in their annual accounts compared to their counterparts 
in the private sector. SAIL and BHEL are the pioneers in the public 
sector in relation to the disclosure of additional information in 
annual accounts. All the items of information, as mentioned in 
Table 4.1, have been disclosed by these two companies in the year 
1990-91. CIL, HAL, HMT and IBP come next and are also doing 
well. Before we pass on to the reporting practices of the private 
sector companies a few lines on the pioneering efforts of some of 
the companies may be worth-mentioning. BHEL has been the 
pioneer with regard to Human Resource Accounting. As early as 
in 1974-75, its efforts were directed to enforce it. A number of 
other public sector units followed suit. Likewise, TISCO led our 
corporate sector with regard to introduction of Social Reporting / 
Audit. But its efforts, initiated in 1979-80, were not well received. 
CCI refined Social Reporting practice by adopting Cost-Benefit 
Analysis through presentation of two statements : Statement of 
Net Social Income and Social Balance Sheet. ONGC, SAIL, OIL 
and MMTC also followed it. Other approaches to Social Audit 
were followed by a number of public sector units in India. Their 
role in these respects has been notable. 

In the private sector, on the other hand, the reporting scenario 
is not that bright. Out of the 75 companies in the present study, 
only four companies, e.g. ACC, Mukund Iron, BID and DIL, have 
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Table 4.1 
Extent of information disclosed in Annual Accounts of 
100 selected companies during 1990-91 





Companies in the Private Companies 





Sector in the 
MNCs Others.. Total Public 
Sector 
(No. (No) (No) (%) (No) (Gi 
1. Profit and Loss Account 10 65 75 100 25 100 
and Balance Sheet 
along with supporting 
Notes and Schedules 
2. Changes in Financial 2 B 10 133 6 2A 
Position 
3. Cash Flow Statement 0 0 0 ü 0 0 
4. Inflation Adjusted 0 0 0 0 4 16 
Accounts (Supplementary) 
5. Value Added Statement 2 2 4 5.3 5 20 
6. Human Resource 0 0 0 0 3 8 
Accounting 
7. Social Accounts A 0 0 0 2 8 
8. Financial Highlights 4 11 15 20 6 2A 


(for a no. of years) 





Source ` Annual Reports (1990-91). 


tried to incorporate additional information over and above the 
minimum ones required by law. Surprisingly, the position in case 
of 10 MNCs is worse than the average picture of other 65 private 
sector companies. Contrary to general expectations, these 
companies are reporting barest minimum information. 

Now a comparison with a few earlier studies may not be out 
of context. A study conducted in 1975 revealed that only 8.89% 
companies disclosed the changes in financial position (Lal, 1985), 
whereas our stud y shows that 16% of the companies have disclosed 
the same. Another study conducted in 1985 pointed out that the 
disclosure of VAS in private enterprises was nil (ICAL 1985). But 
our study reveals that 5% private enterprises are now disclosing 
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VAS along with their annual accounts. Thus, it can be concluded 
that the position in this respect has been gradually improving. 


4.7 Reporting Practices and their impact on Accounting 
» Education and Research 


lt appears that the companies in increasing number are 
gradually improving their accounting and reporting in partial 
response to the global trend. In spite of this, we are still lagging 
behind. In some respects, even Pakistan has ensured greater 
corporate transperancy. Half-yearly accounts, segment reporting, 
funds flow statement are some examples on the point. Secondly, 
the way some additional information is provided in the annual 
accounts of some companies leaves much room for criticism. Firstly, 
there is lack of uniformity in’ presenting each of the additional 
information. For example, of the four companies disclosing inflation 
accounts, HMT has adjusted only the revenue items in the period 
under study, whereas HAL, SAIL and BHEL have adjusted both 
profit and loss accounts and balance sheets. Sixteen of the sample 
companies have disclosed in their annual accounts the changes in 
financial position. Out of them, ten companies have used the 
caption as "Sources and Application of Funds", one as "Changes 
in Financial Position" and the rest, "Fund Flow Statement." The 
treatment of provisions has varied widely. The way the statement 
is presented in case of many private sector companies is also 
debatable (Kundu, 1990). Human Resource Accounting is another 
example. Styled as "Human Resource Accounting", "Human Asset 
Accounts", what the companies are showing are some "information 
on human assets". Different companies, within the public sector, 
are using different cost of capital rates for valuation of "human 
asset" even though they are using the same model (e.g. BHEL and 
SAIL resorted to this for using Lev and Schwartz Model of Present 
Value Approach). The indices that are used by reporting companies 
for inflation accounting are not of same type—different indices are 
used by different companies. Value Added Statement and Social 
Accounts are other examples. Thus, there are many intricate 
academic issues which need a serious studv for arriving at a better 
solution. In Chapter 5 (p. 140 et seq.) we have touched upon some 
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areas of research and the major issues involved in each of them. 
A closer interaction between the corporate sector and the academic 
institutions is necessary to resolve the issues. This will improve 
the reporting practices in the corporate sector. 

In teaching, the present reporting practices may be examined 
and its merits and criticisms may be highlighted and better 
alternatives may be suggested. This will give the students an idea 
about the prevailing corporate reporting practices and possibility 
and scope of improvement of the same. The practices followed by 
companies like SAIL, BHEL, CCI and many others, both in the 
public as well as private sectors, will be highly educative to the 
students. Although some works on various aspects of corporate 
accounting have been done (Paul, 1989 ; Chakraborty, 1994), there 
is still scope for further researches in this area. 
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Formats of Balance Sheets in the Companies Acts 


Form as given in Table A of First Schedule to 
the Companies Act, 1882 
E ER EE 


Dr. Cr. 
Capital : Property held by the company : 
Number Immovable 
Amount paid per share Freehold 
Arrear, if any, name of defaulter, Leasehold 
Particulars of forfeited share 
Debt and Liability : Movable 
Amount of loan on mortgages or Stock 
debenture bonds Plant 
Debts for which acceptables have Less deduction for deterioration 
been given Debts for which company holds 
Debts to tradesman for supplied Security : 
of stock-in-trade etc. 
Debt for law experts 
Debts for interests 
Unclaimed dividends Debts for which company holds 
Others Security : 
Debt considered bad /doubtful 
Reserve Fund : (from directors separately) 
Profit and Loss : Investment with rate of interest : 


Cash, where lodged and if bearing 
Contingent liability : interest : 
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The Companies Act, 1913 


Form F of Schedule Three 





Capital and Liabilities 


Assets 





Authorised Capital 

Issued Capital 

Subscribed Capital 

Amount called up at Rs.—pr. share 

Less calls unpaid 

Add Forfeited shares (Amnt. paid 

up) 

Reserve Fund and Development 
Fund, Sinking Fund, other fund 
created out of profit, Insurance 
Fund 

Provision for bad and doubtful 

debts : 


Loan on mortgage or mortgage 
debenture bonds : 
Otherwise Secured loan : 


Unsecured loan : 


Interest accrued on Loan : 
Unclaimed Dividend : 


Liabilities for goods : 
for expenses : 
for acceptances : 
for others : 
Advances payment and unexpired 
discounts : 
Profit and Loss account : 


Fixed Capital 

Expenditure (Good will, Building, 
Plant, Furniture, Patents, Trade- 
marks etc.) 


Preliminary ex penses : 


Commission or Brokerage : 
Stores and spare gear 
Loose tools, Live-stock 
Stock in trade 
(Mentioning mode of valuation) 


Bills of exchange : 
Book debt 
(Debts of Directors, 
Official and Bad to be 
shown separately) : 
Advances (Recoverable in 
cash or in kind) : 


Investment : 
(Mode of valuation) 
Interest accured on Investment : 
Cash and other balances : 
Profit and Loss (debt balances) : 





Contingent liability 
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The Companies Act, 1936 


Form F of Schedule Three as amended 


Capital and Liabilities 


Authorised Capital 
Issued Capital 

(a) in kind 

(b) in cash 


Subscribed Capital 
Paid up Capital 
(a) Amount called up 
(b) Calls unpaid 
(i) from directors 
(ii) from others 
Reserve Fund and Development Fund, 
Sinking Fund, other fund created 
out of profit, Insurance Fund, 
Provision for bad & doubtful debts : 


Debentures (stating nature of security) : 


Loans : 
(a) Secured 
(i) loans on mortgage of 
fixed assets 
(ii) on debenture 
(iii) from banks 
(b) Unsecured 
(i) from banks 
(ii) fixed deposits 
(iii) short-term loan 
(iv) advance by directors 
(v) interest outstanding 
(vi) Liabilities to subsidiary 
companies : 


Assets 


Fixed Capital Expenditure 
(Good will, Building, Plant, 
Furniture, Patent, Trademarks 
etc. showing original balance, 
addition and deduction). 

Preliminary expenses : 

Commission or brokerage : 

Stores and spare gear 

Loose tools, Live stock 

Stock in trade (Mentioning 
mode of valuation) : 

Bills of exchange 

Books debt (Debts to Directors, 

Official and Bad to be shown 
separately) 

Advance (Recoverable in cash or 
in kind) 

(showing separately loan 

to directors, to subsidiary, 
stating maximum amount 
outstanding from directors) : 

Investment (Mode of valuation) 
(distinguishing) 

(1) Investment in Government 
and trust 
(ii) in shares and debentures 
(separately fully paid up, 
partly paid up) 
(iii) immovable properties 
(showing mode of valua- 
tion) 
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Appendix 4.1 (Contd.) 





Unclaimed Dividend : Interest accrued on Investment : 
Liabilities for goods : 

for expenses : Cash and other balances : 

for acceptances : 

for others : Profit and Loss (debit balances) : 

Advances Payment and unexpired 

discounts : 

Profit and Loss Account : 


"E, 


Contingent liability (showing separately the guarantee given by directors.) 
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Provisions of Companies Bill 1993 
regarding Accounting & Reporting 


1. According to Section 325(1), at every annual general meeting of a 
company, the Board of Directors shall lay before the company (a) a balance 
sheet as at the end of the period and (ii) a profit and loss account for that 
period. 

2. (1) Every balance sheet of a company shall give a 'true and fair 
view" of the state of affairs of the company as at the end of the financial 
year and shall be in the form set out in Part Il of Schedule XII, as near 
thereto as circumstances admit or in such other form as may be approved 
by the Central Government either generally or in any particular case and 
in preparing the balance sheet due regard shall be had, as far as may he, 
to the general instructions and accounting principles for preparation of 
balance sheet under Part | of Schedule XII [Sec. 326(1)]. 


(2) Every profit and loss account of a company shall give a ‘true 
and fair' view of the profit or loss of the company for the financial year 
and shall comply with the requirements of Part II] of Schedule XII, so 
far as they are applicable thereto [Sec. 326(2)]. 

(3) A statement of all significant accounting policies adopted in the 
preparation and the presentation of the balance sheet and the profit and 
loss account shall be disclosed in the company's balance sheet and where 
any of the accounting policies is not in conformity with accounting 
standards, and the particulars of departures from accounting standards is 
material, the said particulars of the departure shall be disclosed together 
with the reasons therefor and the financial effect thereof [Sec. 326(3)]. 

3. Part I of Schedule XII : It contains “General Instructions and 
Accounting Principles' (for details see item No. 8, post). 


4. Part Il of Schedule XII : It contains "A. Vertical Form of Balance 
Sheet" and "B. Horizontal Form of Balance Sheet" (giving details of assets 
and liabilities under each). 

5. Part Ill of Schedule XII : It contains ‘Requirements as to Profit 
and Loss Account’. No specific form is prescribed. “Profit and loss account 
shall set out various items relating to the income and expenditure of the 
company arranged under the most convenient heads'. This PART also 
deals with the information, viz. items of revenues and gains, and items 
of expenses and losses, which shall be disclosed in the profit and loss 
account. 

6. A Statement of sources and application of funds shall be annexed 
to the balance sheet [See ‘General Instructions’, SI. 15. of Part I]. 
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7. According to Section 339(F), the Directors' Report shall also contain 
"the measures taken" by the company "for environmental protection". 

8. Some of the important clauses contained in Part I relating to 
‘General Instructions and Accounting Policies’ are now summarised 
below : 

(1) The company shall be presumed to be carrying on business as 
a going concern. Where there is a prima facie evidence to the contrary, 
suitable disclosure shall be made. 

(2 Accounting policies shall be applied consistently from one 
financial year to the next. Any change in the accounting policies which 
has a material effect in the current period or which is reasonably expected 
to have a material effect in later periods shall be disclosed. In the case of 
a change in accounting policies which has a material effect in the cürrent 
period, the amount by which any item in the financial statements is affected 
by such change, shall also be disclosed to the extent ascertainable. Where 
such amount is not ascertainable, wholly or in part, the fact shall be 
indicated. e 

(8) All significant adcdvunitiiip policies adopted in the preparation 
and presentation of financial statements shall be disclosed at one place. 
Where they are not in conformity with accounting standards, particulars 
of any material depurtures from those standards and the reasons therefor 
shall be given. 

(9) The information required to be given under any of the items 
or sub-items in this Form, if it cannot be conveniently included in the 
balance sheet or the profit and loss account itself, as the case may be, can 
be furnished in a separate Schedule or Schedules to be annexed to and 
forming part of the balance sheet or profit and loss account. This is 
recommended where items are numerous. 

(10) The Schedules referred to above, accounting policies and 
explanatory notes that may be attached, shall form an integral part of the 
balance sheet. 


JAAR Pee he Rhee ee Lee Pee eS AR xt rus" TTPT 


(15) A statement of sources and application of funds shall be 
annexed to the balance sheet. Such a statement shall be prepared and 
presented for the period covered by the profit and loss account and for 
the corresponding previous period. Funds provided from or used in the 
operations of a company shall be shown separately in the statement of 
sources and application of funds which should also list all other material 
sources and applications of funds 1 n ual oo vement of funds, if material, 
should be separately dischesed Tach cempeny should adopt the form of 
presentation for Hw statement ond echanges 10 financial position which is 
most informative in the circumstances. 
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Five 


Accounting Researches in India : in 
Retrospect and Prospect 


5.1 Prologue 

A study of accounting education would be incomplete without 
a glimpse of the state of accounting research in academic and 
professional institutions in India. So, a few pages on this crucial 
aspect will enrich the findings of the study. The relevant question 
that concerns us is : what is the future of accounting research in 
India ? 

In dealing with the future of accounting research in India, 
accounting research during the last few decades is analysed to put 
the remarks into perspective. Some of the problems that inhibit 
the growth of research in accounting are given along with their 
possible solutions. Then the changes that are taking place in the 
environment are examined. The ramifications of these changes for 
accounting education and research through the year 2000 and 
beyond are highlighted. Then the need for integration of research 
and teaching is emphasised. Finally, a few suggestions are given 
to indicate a direction to the future research approaches. 


5.2 Historical perspective 

Research in any discipline, whether fundamental or applied, 
serves as the open sesame' to the advancement of the horizons 
of any education system. Research in accounting cannot also be 
an exception to this. Therefore, in order to study thc historical 
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perspective we examine briefly research publications of the two 
premier professional institutes and the Indian Accounting 
Association Research Foundation, rescarch projects completed in 
accounting particularly under ICSSR grants, findings of some earlier 
studies and, lastly, our own findings based on the survey of a 
number of "lead" universities in India. Based on the above, we try 
to identify reasons for and areas of gap and then deal with some 
research issues relating to these areas. 


(a) Research Publications of the two professional Institutes 

Among research publications of the ICAI the most notable one 
is History of the Accountancy Profession in India (Kapadia, 1973). It 
deals with the scenario of accounting education from the pre- 
independence period and also accounts for major policy decisions 
of the Council of the Institute upto early 1970s that promoted the 
development of professional accounting education in the country. 
It contains a good description of the early history of accounting 
education in India. On the other hand, the ICWAI has come out 
with thirteen research publications between 1970 and 1984. Table 
5.1 gives particulars of such publications. The Institute also started 
publication of a bi-annual Research Bulletin from January 1982 
and till date it published seventeen issues. The Bulletin contains 
research-based articles from academics and professional 
accountants. It is first of its kind in the field of accounting education. 
Regarding the research publications (Table 5.1) it may be stated 
that a number of them are not of research type but are meant for 
helping the members in their endeavour to develop cost and 
management accounting profession (e.g. A. Sett, 1977; Kulkarni, 
1978 ; Vaidyanathan, 1982). Secondly, after 1984 there has been no 
notable research publication by the Institute. Therefore, in spite of 
the initial thrust on research, the emphasis now appears to have 
been reduced to a considerable extent. 

(b) Research publications of the Indian Accounting Association 

Research Foundation (LAARF) 

The first publication of the IAARF entitled Contemporary Issues 
in Accounting Research, edited by Bhabatosh Banerjee, was released 
on January 23, 1991, to mark the inauguration of the Foundation. 
It contains eighteen research-based articles, nine from India and 
nine from the countries like the U.S.A., the U.K., Canada and 
Japan. The latter group of articles includes : Social versus Physical 
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Reality in Accounting and the Measurement of its Phenomena by 
Richard Mattessich ; Positive Accounting Theory by Bikki Jaggi; 
Contemporary Issues in Accounting Research by Kenneth S. Most, 
Accounting Information and Earnings Predictions : A Review by 
C. B. Roberts & S. J. Gray; A Cash Flow Approach to Accounting 
by Barry E. Hicks, Compliance with International Accounting 


Table 5.1 
Research Publications of ICWAI 
Sl. Title of the Publication Name of Author Year of 
No. | Publication 
l. Decisional Phenomena and the P. Chattopadhyay 1970 
Management Accountant 
2. The Break-Even Concept and Its FP. Chattopadhyay 1972 
Practical Dimensions 
3. Financing Asset Replacement M. S. Srinivasan 1972 
4. Inflation Accounting as a Tool to Bahadur Murao 1975 
Fight Inflation 
5. Inflation Accounting : Tools and P. Chattopadhyav 1975 
Techniques 
6. Management Accounting Dipak Sen 1975 
Problems in Small Scale 
Industries 
7. Corporate Capital Structure 5. K. Chakraborty 1977 
and Cost of Capital 
8. Costand Quality Control A. Sett 1977 
9. Monthly Financial Reports for — G. R. Kulkarni 1978 
Operating Managers 
10, Cost Accounting in Commercial A. K. Ghosh 1979 
Banking Industry 
11. Farm Management Accounting P. Chattopadhyay 1980 
and Control 
12. Management Accountant S. Vaid yanathan 1982 
and the Computer 
13. Managementand Accounting for S.K. Chakraborty 1984 





Research & Development—The 
Indian Praxis 


Source : Research Bulletin, Vol. XII. 
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Education Guidelines in the Asian Pacific Region by Edward R. 
Shoenthal, Jeffrey Kantor & Belverd E. Needles, Jr.; Just-in-Time 
Inventory Management and Some Financial Statement 
Characteristics of American and Japanese Manufacturing Firms by 
Kwabena Anyane-Ntow ; Socio Economic Environments and the 
Function of Accounting—Does Accounting Have a Larger Role 
than External Financial Reporting by Kyojiro Someya, and Financia! 
Reporting by Development Stage Companies : An Analysis of the 
Accounting and Auditing Standards by Norlin Rueschhoff & 
Michael Costigan. 

The Contemporary Issues in Accounting Research is first of its 
kind having a good collection of articles on current issues 
specifically meant for the volume. The Foundation ‘embarks on 
its journey of search of accounting truth aspiring to gain knowledge 
throughout its life in the field of Accountancy and allied subjects 
and to make significant contributions by way of research to the 
ocean of knowledge’ (p. iii). Accordingly, it undertook its second 
research project on Design and Development of a Suitable 
Organizational Productivity Accounting System for the Manufacturing 
Sector through M. K. Kolay of the Vinod Gupta School of 
Management, LI.T. Kharagpur. Introduction of formal productivity 
accounting along with the financial and cost accounting system 
could be an eye opener to the corporate houses. In the instant 
research volume, a comprehensive framework has been suggested 
by the author to assess how effectively the different asset bases of 
an organization are acquired, developed and maintained and how 
effectively these asset bases are utilized towards achievement of 
corporate objective. 

(c) Research projects sponsored by ICSSR 

The Indian Council of Social Science Research (ICSSR) was 
established in 1969 for promoting research in social sciences in 
India. There are of course other funding agencies namely the UGC, 
and Research Programmes Committee of the Planning Commission, 
Government of India. Since ICSSR particularly stands for fostering 
and mobilising research talents we analyse the position from the 
standpoint of ICSSR only. 

The response from the teachers in commerce and particularly 
in accounting with respect to research projects is not very 








Accounting Researches : in Retrospect and Prospect 127 


encouraging. One study (Saeed, 1991) shows that between 1969-70 
and 1989-90, out of 570 research projects completed with ICSSR 
grants only 35 relate to commerce, representing 6 per cent. Table 
5.2 gives details of some of the research projects completed in 
accounting under ICSSR grants. It shows that accounting teachers 
have not been taking keen interest in undertaking research projects. 
Availability of funds cannot be construed to be the major constraint 
in undertaking research projects in commerce in general and 
accounting in particular. 


(d) Some earlier studies 


It must be confessed that till the mid-1970's research efforts 
in commerce, and particularly in accounting, gained little 
momentum. According to a survey made by the ICSSR in 1976 
(Bhandari, 1976), completed research projects and doctoral theses 
awarded by Indian universities in accounting and allied areas were 
only 25 in number. 


Two studies were published in 1991. Saeed in his publication 
(1991) shows that till 1990, out of 326 dissertations in commerce 
and management, only 57 relate to accounting (including auditing 
and finance) representing 17.5 per cent only. Saeed’s work contains 
abstracts of dissertations which had been awarded Ph.D. Degrees 
in different universities in India. It is a useful book, in seven 
volumes, being first of its kind in India. But one of the major 
limitations of this volume is that only those cases in respect of 
which favourable responses had been obtained from the supervisors 
could be published. From a verification of the abstracts included 
in respect of Ph.Ds in accounting awarded by Calcutta University, 
it appears that a good number of cases remains outside the volume. 
The same may be true in case of other universities. Banerjee’s work 
(December 1991) gives a yearwise distribution of total Ph.Ds 
awarded for the period 1975-76 to 1985-86, based on ICSSR 
dissertation abstracts. The detailed position is shown in Table 5.3. 
It shows that the average percentage of Ph.Ds awarded in 
accounting to total Ph. Ds in commerce and management put 
together and that to Ph. Ds in commerce are 18% and 48% 
respectively. However, the degree of variation in the former is less 
compared with that in the latter over the period. This study also 
has its own limitations. For example, it does not indicate the trend 
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Table 5.2 


Statement of some Research Projects completed in 
Accounting under ICSSR Scheme 


Director of the 


Title of the Project 


Year of completion 


No. Project 


E: 


2. 


K. Mukerji, Dept. of 
Commerce, C.U. 


M.Y. Khan, Dept. of 
Commerce, Delhi 
School of Economics, 
Delhi 


L. S. Porwal, Dept. of 
Commerce, Delhi 
School of Economics, 
Delhi 


Mohammed Mohsin, 
Dept. of Commerce, 
Aligarh Muslim 
University 

K. Mukerji, Dept. 

of Commerce, 
Calcutta University 


P. K. Ghosh & G. S. 
Gupta, Dept. of 
Commerce, Delhi 
School of Economics, 
Delhi 


L. S. Porwal, Dept. of 
Commerce, Delhi 
School of Economics, 
Delhi 

Jawaharlal, Dept. of 
Commerce, Sri Ram 
College of 
Commerce, D.U. 


Study of C.U. 
Finances 


New Issue Market 
and Finance for 
Industry in India 


Industry Practice in 
Capital Budgeting & 
Investment Decision 
Making Procedures 
Financial Adminis- 
tration in Public and 
Private Undertakings 


Unit Cost and Scale 
of Operation in 
Three Selected 
Industries 


Accounting and 
Financial Control in 
Electric Supply 
Undertakings : A 
Diagnostic Stud y 
and Analysis of 
Operating Costs 
Industry Practice in 
Inflation Accounting 
in India 


Segment Reporting 
by Diversified 


Companies 


July 1974-Feb. 1975 


Oct. 1975-Mar. 1976 


Oct. 1975-Mar. 1976 


Oct. 1975-Mar. 1976 


Oct. 1975-Mar. 1976 


A pril-Sept. 1978 


Oct. 1983-Mar. 1984 


Oct. 1984-Mar. 1985 
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Table 5.2 (Contd.) 
SI. Director of the Title of the Project Year of completion 
No. Project 
9. DR Singh, Dept. ot Structure, Functions ` Ian Adar. 1989 


Business Manage- 
ment, Punjab Agri- 
cultural University, 
Ludhiana 


and Problems of 
Accounting Firms in 
India 


10. Malay Kann Roy, Take Over : An Jan.-Mar. 1989 
Dept. of Commerce, ` Inquiry into Its 
North Bengal Economic and Social 
University Issues 
11. M.B. Shukla, Dept. Profitability Oct.-Dec. 1990 
of Commerce, Appraisal of State 
Banaras Hindu Govt. Manufacturing 
University Enterprises in U.P. 
12. P.Mohan Rao, Profitability and Apr.-June 1993 
S.K.C.G. College, Working Capital 
Orissa Management in 
Public Sector 


Undertakings with 
special reference to 
India 


Source : ICSSR News Letters. 


among the functional areas of accounting. Accordingly, a detailed 
separate study has been undertaken in a number of selected 
universities in India. This is elaborated in the next section. 


(e) The present study 
(i) Methodology : The Heads of Department of the following 
21 universities were asked, through letters, to send particulars 
relating to (a) Ph.D. degrees awarded, e.g. name of the scholar, 
name of the supervisor, title of the thesis, date/ year of award of 
Ph.D., and (b) university, e.g. year of establishment of the university 
and that of commencement of P.G. Degree in Commerce : 
Allahabad University Bomba y University 
Andhra University Burdwan University 
Banaras Hindu University Calcutta University 
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Delhi University Madras University 


Dibrugarh University Osmania University 
Gauhati University Patna University 
Gujarat University Pondicherry University 
Jodhpur University Rajasthan University 
Kalyani University Simla University 
Karnataka University Vikram University 


North Bengal University 
Table 5.3 
State of research in accounting vis-a-vis researches in commerce 
and management during 1975-76 to 1985-86 















Year Total Ph.Ds Percentage of 
awarded awa rded | Accounti g Ph.Ds 
to total to Ph Dew 
ting SE C cr RN 

stet ES ey n 
1975-76 A3 
1976-77 44 
1977-78 45 
1978-79 41 
1979-80 55 
1980-81 32 
1981-82 41 
1982-83 48 
1983-84 54 
1984-85 64 
1985-86 67 


E NE USER NER C sud 48 


Source ; ICSSR Dissertation Abstracts, 1975-76 to 1986-87. Results computed. 
Of them the following universities responded (48% response rate) : 


Allahabad University Gauhati University 
Andhra University ` Jodhpur University 
Burdwan University Kalyani University 
Calcutta University North Bengal University 


Delhi University | Osmania University 
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The year of establishment of the above universities along with 
commencement of functioning of Commerce Department in each 
of them are given below : 


Name of University Year of Yearof commencement 
establishment of Commerce Dept. 

Allahabad University 1929 1931 
Andhra University 1926 1934 
Burdwan University 1960 1963 
Calcutta University 1857 1922 

Delhi University 1922 1957 
Gauhati University 1948 1948 
Jodhpur University 1962 1962 
Kalyani University 1960 1978 

North Bengal University 1962 1964 
Osmania Universi: y 1918 1952 — 





Out of the above universities, if we take older universities and not 
more than one university from a state, the sample size may be 
reduced to six as detailed in Table 5.4. Although the sample size 
is too small, compared to the total number of universities in the 
country, these are, in most cases, the lead universities influencing 





Table 5.4 
Particulars of sample universities 
SL Name of the University State Year of Year of 
No. establish- commence- 
ment ment of 
Commerce 
tm Mt e Ags Po A daS de deals ati eg ^; a 
1. Allahabad University Uttar Pradesh 1929 1931 
2. Andhra University AndhraPradesh 1926 1934 
3. Calcutta University West Bengal 1857 1922 
4. Delhi University Delhi 1922 1957 
5. Gauhati University Assam 1948 1948 
6. dhpur Universi Rajasthan 1962 1962 


the activities of other universities in their respective regions, (e.g. 
Calcutta University in the eastern region, Gauhati in the 
north-eastern region, Delhi in the northern India and Allahabad 
in U.P.). Similarly, in South, Andhra University has been playing 
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a significant role since its inception and this has some bearing 
upon the activities of other universities in the South (Satyanarayana, 
1987). Thus, by selecting the lead universities we will be in a 
position to highlight the overall situation in research in accounting. 

The study covers a long period—1947 to 1993. The period 
1947-93 is broken into four periods, 1947-60, 1961-70, 1971-80 and 
1981-93 so that trend of research with respect to them becomes 
discernible. Thus, an idea about the research trend in commerce 
in general and that in accounting in particular may also be had 
during the period of the study. The study will, therefore, help us 
to proceed from the distant past to the immediate past, from the 
immediate past to the present and ultimately to the future, thus 
establishing relevance and stimulating interest in the phenomena 
under study. 

The present study is not also free from limitations. Firstly, the 
sample size is small. Secondly, since the data were collected from 
primary sources and in most cases these data had not been 
published, the reliability and exhaustiveness of the data may be 
questioned. In spite of these limitations, the study may be a pointer 
to the trend of research in commerce in general and that in 
accounting in particular since a number of premier universities 
are included in the sample. The present study may lead to further 
researches in the area. 

(ii) Results of the present study : Tables 5.5 to 5.9 give details 
of analysis of Ph.D. Degrees in commerce and management and 
those in accounting. While Table 5.5 presents Ph.Ds awarded in 
commerce and management from 1947-1993 in respect of each of 
the six universities, Table 5.6 gives details of Ph.Ds awarded in 
accounting in respect of the same period in comparison with total 
Ph.Ds in commerce and management. Table 5.7 summarises the 
position with respect to the sample units. In Table 5.8 an analysis 
into three functional areas of accounting, viz. Financial Accounting, 
Cost Accounting and Management Accounting, is done in ordcr 
to pinpoint the areas which need more attention for further research. 
This analysis is continued in Table 5.9 to highlight the position 
with respect to each sample unit. The following observations may 
be made based on the examination of the Tables 5.5 to 5.9. 
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(1) Of the 530 Ph.Ds awarded in commerce and management, 
only 2.6% was awarded during the first 14-year period, 4.5% during 
the next 10-year period, 14.7% during the next 10-year period and 

Table 5.5 


Ph.D. Degrees awarded in commerce and management in 
six universities in India during 1947-93 


SI. Name of the 1947-60 1961-70 1971-80 1981-93 Total 
No. University 
1. Allahabad University 11 12 17 88 128 
2. Andhra University 2 4 16 76 98 
3. Calcutta University 1 B 20 66 95 
4. Delhi University -—- =- 12 95 107 
5. Gauhati University — — 13 49 62 
6. JodhpurUniversity — — — 40 40 
Total a 4 75 Mm 5m 
Percentage to total 2.6 45 14.7 78.2 100 


78.2% during the last 13-year period. The corresponding figures 
for accounting doctorates are 7%, 16.7%, 37% and 26.3% 
respectively. Actually, upto 1980, i.e. during the first 34 years, only 
116 Ph.Ds in commerce and management, including 34 in 


Table 5.6 
Ph.D. Degrees awarded in accounting in six universities in 
India during 1947-93 


TI 4. gS o o. ee een ee 
Sl. Name of 1947-60 1961-70 1971-80 1981-93 Total 


1. Allahabad University 1 1 5 22 29 
2. Andhra University — 1 E 11 16 
3. Calcutta University — 2 15 30 47 
4. Delhi University -— -— 5 34 39 
5. Gauhati University -— -— 1 l 
6. JodhpurUniversity — = — du i 

Total 1 4 29 109 143 

Total Ph.Ds in Commerce ` Li 

and Management : 14 24 78 414 530 

Percentage to total 

Ph.Ds in Commerce 


and Manage | ment 7 16.7 37 26.3 27 





134 Accounting Education in India 


accounting, were produced whereas during the subsequent 13-year 
period 414 Ph.Ds including 109 in accounting were produced. 
Thus, there has been.a spectacular increase in the number of Ph.Ds 
awarded, both in accounting and other areas of commerce and 
management during the period 1981-93. The contributing factors 
were : linkage of the new scales of pay with recruitment of lecturers 
in the universities and with promotions to higher positions based 
Table 5.7 
Ph.Ds in accounting in comparison with total Ph.Ds in commerce 
and management in six universities in India during 1947-93 


Sl. Name of the Total Ph.Ds Ph.Ds in Percentage of 
No. University in Commerce Accounting Accounting 
& Ph.Ds to total 
Management Ph.Ds. 
1. Allahabad University 128 29 22.7 
2. Andhra University 98 16 16.3 
3. Calcutta University 95 47 49.5 
4. Delhi University 107 39 36.4 
5. Gauhati University 62 1 1.6 
6. Jodhpur University 40 11 27.5 


530 143 26.9 


on Ph.D. degree and experience of guiding research; increased 
opportunities provided by the U.G.C. and ICSSR by instituting 
research fellowships, Faculty Improvement Programmes, etc. 


Table 5.8 
Ph.Ds awarded in functional areas of accounting in 
six universities in India during 1947-93 


SS AE Ee E 
SI. Name of the Financial Cost Ac Management Total 
No. Universi Accoun count Account) 


1. Allahabad University 2 4 23 29 
2. Andhra University 2 5 9 16 
3. Calcutta University 17 3 27 47 
4. Delhi University 8 6 25 39 
5. Gauhati University — — 1 ] 
6. JodhpurUniversity 2 1 8 11 

Total 31 19 93 143 


Pe 
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(2) Universitywise, Allahabad University accounted for the 
largest number of Ph.Ds (128) in commerce and management 
followed by Delhi University (107), Andhra University (98), 
Calcutta University (95), Gauhati University (62) and Jodhpur 
University (40) in that order. Ph.Ds produced in accounting by 
these universities do not represent exactly the same trend. Calcutta 
University occupies the first position followed by Delhi University 
and Allahabad University. Surprisingly, Gauhati drew almost 
blank. The other comparatively young university, Jodhpur 
University, produced 11 Ph.Ds in accounting. Interestingly, Calcutta 
University alone produced 33% of the total Ph.Ds in accounting 
during the study period. The reasons are not far to seek. In many 
universities, very few teachers in the senior position had accounting 
specialisation or aptitude for accounting research. One of the first 
few posts of Professor of Accounting was sanctioned by the U.G.C. 
in late 1970s for Calcutta University and Professor G.D.Roy, who 
had established himself as a pioneering researcher through his 
publication, A Survey of Accounting Ideas, was the pace-setter in 
this respect. Between 1976 and 1991 Professor Roy supervised 13 
Ph.Ds in accounting representing 28% of the Ph.Ds. awarded by 
the Calcutta University. 

In terms of Ph.Ds awarded in Accounting to total Ph.Ds, while 
the average position is only 26.9%, Calcutta University shares 
almost equally between Ph.Ds in Accounting and Ph.Ds. in other 
areas of commerce and management, Delhi accounts for 36.4% and 
Jodhpur 27.5%. The other three universities’ performance in this 
regard is much below the average figure of 26.9%. 

(3) In terms of functional areas of accounting, Ph.Ds produced 
in Management Accounting were the highest (65%) followed by 
Financial Accounting (21.7%) and Cost Accounting (13.3%). This 
trend is discernible in case of two major universities—Calcutta and 
Delhi. In case of Allahabad and Andhra Universities the trend is 
slightly different in that works in cost accounting occupy second 
highest position followed by those in financial accounting. As 
stated earlier, there was only one work in Gauhati University in 
these functional areas. It is interesting to find such a trend. By 
and large, more emphasis is noticeable in all the universities on 
works relating to finance, financial management and management 
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accounting. it is also interesting to note that financial accounting 
has not received the kind of emphasis it deserves. Calcutta 
University and Delhi University are, however, only exceptions. 
One of the possible reasons for the present state of research in 
financial accounting, cost accounting and auditing might be : more 
reliance on guest faculty members who are generally drawn from 
industry and who can afford little time for research in view of 
their preoccupations in their parent organisations. The other reason 
might be emerging trend of emphasis on research on finance, 
financial management and management accounting the world over. 
There may be other reasons peculiar to an individual university. 
Thus, it can be inferred that research efforts on financial accounting, 
auditing, cost accounting and accounting theory have been very 
few and far between. 

(iii) Quality of Research : A critical appreciation of research 
requires a sound understanding of the problem motivating the 
study, the theory on which it is based and the specific research 
design used. Any effort in this direction is, however, likely to be 
subjective. It is difficult to comment on the quality of Ph. D. theses 
or other research works unless one can go throught them having 
regard to-the above-mentioned parameters. This was not possible 
on the part of the author due to constraints of time and availability 
of all research works in published form. However, in one of the 
earlier studies relating to trends in research in commerce in South 
Indian universities, which included one of the universities of our 
sample, the author observed that “by and large, the quality of the 
theses has been good, or at least satisfactory, except for a few 
theses here and there’ (Satyanarayana, 1987). 


An analysis into the nature of research works shows that, till 
1950s, many of the Ph. D. theses were of compilation type. The 
emphasis then gradually shifted towards empirical studies. Our 
study also shows that research in accounting has become 
increasingly popular over the last decade. This makes us more 
‘concerned with the quality of research. Accordingly, we may raise 
a few basic questions and seek appropriate answers for them. 

` Why is research being done at all ? Or why should research 
be conducted ? What are the elements of research ? What is the 
sequence of steps that is ideal, both from the point of view of 
thoroughness and of having a logical structure for the project 
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report ? Abdel-khalik and Ajinkya (1979) dealt with these questions 
elaborately. According to them : 
".research has its own intrinsic rewards, but it is not 
an end in itself. Society may reward researchers in the 
short-run because they possess a scarce resource : 
namely, the ability to initiate and complete a research 
effort. In the long-run, however, society expects more 
tangible results, and the value of research projects can, 
and should, ultimately be measured in terms of their 
contributions to understanding, problem solving, reduc- 
tion of uncertainty, and prediction of phenomena" (pp. 
1-2). 
The outcome of any particular research effort may be described 
as the product of the interaction of various elements of research, 
viz., an idea, a researcher, a method and an environment. The 
quality of research idea depends on the quality of the researcher 
and the quality of the researcher depends on his or her training 
and academic environment. Beyond generating the idea, research 
requires a set of additional steps. Operationally, these are : defining 
the research problem ; creating the conceptual and causal structure ; 
developing the hypotheses; choosing the research design; 
implementing the design and collecting the data; analysis and 
testing ; evaluating the results by applying the qualitative criteria, 
and citing limitations and extensions (Abdel-khalik and Ajinkya, 
p. 102). 

Before we pass on to the problems and their remedies, a few 
suggestions for improvement of quality of research in SERS in India 
may be made as follows. 

(1) Greater emphasis on conceptual work : There is need for 
undertaking more and more conceptual studies in accounting. Roy, 
in one of his recent articles [Banerjee (ed.) 1991, p. 162], was - 
concerned with the ‘loss of academic respectability’ of accounting 
academics in view of the present state of research in accounting 
in India. As a remedy, he suggested that “teachers of accounting 
and allied disciplines should be careful in the selection of research 
topics either for the purpose of their own or of their students... 
It is better that the said selection of research topics is made from 
conceptual and theoretical topics. Otberwise, the ‘academic 
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respectability’ of the discipline concerned cannot, possibly, be 
maintained among other disciplines of the university." 

(2) Adopting suitable Research Methodology : This is another 
area which needs immediate attention from the researchers and 
supervisors. The author's limited experience of guiding research 
in his own university and of examining a few Ph. D. theses in 
accounting in the remaining five universities of the present sample 
suggests that, barring a few cases, methodologically the theses are 
weak. A weak methodology has its adverse impact on the quality 
of the output of research. A training in this regard may, therefore, 
be imparted to the researchers and the supervisors by experts, or 
by more experienced supervisors, so that their future efforts may 
produce more useful and better-quality products. 

(3) Awareness from all concerned : Finally, there should be an 
awareness on the part of the researchers, supervisors and the 
academic institutions of the need for promoting quality in research 
so that the theses do not end up with the award of degrees to the 
candidates and finding a place on the shelves of the libraries but 
also are made use by the policy makers, the industry and the 
business. 

(iv) Problems of acounting education & research and their remedies 

The factors that inhibit the growth of accounting education 
and research are many—some are behavioural, some structural 
and some relate to the environment. Any isolated effort to promote 
accounting education and research in the country may have little 
success. We, therefore, touch upon a few problem areas as follows 
(Banerjee 1991) in addition to those mentioned in section 3.4, page 
68. 


(1) Teachers are given very little incentive in terms of lesser 
workload and infrastructural support. There is very little 
‘recognition’ for supervising research work. Shortage of faculty, 
inadequate space, non-availability of adequate funds generally 
Stand in the way. Because of fund constraint many teaching posts 
remain vacant year after year, resulting in extra load to the existing 
faculty members. 

(2) Publications of theses are few and far between. This stands 
in the way of dissemination of knowledge. Formerly, the ICSSR 
used to provide financial assistance for publication of theses 
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awarded Ph.D. With the withdrawal of the scheme, very few theses 
are coming out in printed form. UGC or ICSSR should, therefore, 
introduce a similar scheme to promote research in accounting. 
Efforts of a few publishers to publish selected dissertations are 
praiseworthy. 

(3) There is lack of proper coordination betwen industry and 
academic institutions, the result being that there is very little effort 
for application of the theory/knowledge into practice. Industry 
response for supplying data and for funding research projects is 
not also worth mentioning. Apart from personal /institutional 
contacts, the ‘confidence’ of the industry has to be created through 
better research work in order to bring about an improvement in 
the field of accounting research. 


(4) Although in the matter of promotion to higher position, 
i.e. from Lecturer to Reader and from Reader to Professor, Ph.D. 
Degree and research guiding experience are “essential 
qualifications” as per UGC norm, they are very often relaxed by 
the appointing authorities on extra-academic considerations. A 
Strict compliance of the UGC norms would, therefore, promote 
further research in academic institutions. 


(v) Some suggested areas for research based on the existing gaps 


Our analysis of Ph.D. Degrees awarded in the selected six 
universities into functional areas of accounting, viz., financial 
accounting, auditing, accounting theory, cost accounting and 
management accounting (an illustrative list of works done is given 
in Appendix 5.1) shows a number of gaps in accounting research. 
We, therefore, suggest a few promising areas of research in a few 
functional areas of accounting. The list, however, starts with a few 
promising general topics. 


A. General 


The Role of Accounting in Economic Development 
Accounting Education in India : In Retrospect and Prospect 
Accounting Problems of Small Business 

Revival of Sick Corporate -Enterprises : An Accounting 
Analysis 


e ann 
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B. Functional Areas 


(a) Accounting 


1. 


Indigenous Accounting Systems in India 


2. National Income Accounting 
3. Valuation of Shares of PEs whose shares have been off- 
loaded 
4. Accounting for Research and Development Costs 
5. The Role of Accounting in the Liberalised Economy in India 
6. Conceptual Veracity of Goodwill 
7. Depreciation Accounting 
8. Depreciation Policy of Public Enterprises in India 
9. Government Accounting System 
10. Railway Accounting 
11, Environmental Accounting 
12. Lease Accounting 
13. Ethics in Accounting 
14. Accounting for Timber Plantation and Forest Produce 
15. Farm Accounting 
16. Inflation Accounting 
17. Financial Sector Reporting. 
(b) Auditing 
1. Changes in the Concept of Audit 
2. Social Audit in India : Problems and Prospects 
3. Independence of Auditors : Whether a Myth or a Reality 
4. Operational Audit 
5. Illegal Acts : What are the Auditor's Responsibilities ? 
6. Audit Risk and Audit Evidence 
7. Transperancy in Accounts—A uditor's Responsibility. 
(c) Accounting Theory 
1, Developing a Conceptual Framework of Accounting 
2. Positive Accounting Theory 
3. Corporate Social Reporting 
4. The Role of Accounting in Economic Development in India 
5. International Accounting Harmonization 
(d) Cost Accounting 
l. History of Growth of Cost Accounting Profession in India 


2. The Effectiveness of Cost Accounting—An Empirical 


Analysis 
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3. Valuation of Work-in-Progress and Finished Goods : Impact 
on Profit 

4. Farm Costing—Development of a Simple Model 

5. Activity-Based Costing—a case for application to Indian 

Industries 

Strategic Cost Management 

Effectiveness of Cost Audit in India 

An Insight into Cost Audit Report Rules 

Behavioural Aspects of Planning, Budgeting and Control 

Systems. 


DM NM 


(vi) The research issues 


Many interesting research issues are involved in each of the 
topics identified above. In the following paragraphs we delineate 
on these issues only in respect of a limited number of areas for 
the reason of constraint in the size of volume. 


A. General 


(a) The role of accounting in economic development 
Accounting serves vital role in allocation of scarce resources, 
evaluation of projects, formulation of policies both at the micro 
and macro levels and hence contributes significantly to the 
economic development process. Accounting systems and 
procedures are used within a whole range of macro and micro 
economic analysis (Enthoven, 1981). Accounting systems again 
vary widely from country to country depending upon culture, 
regulatory framework and a host of other factors. For example, 
accounting in socialist countries is very different from that of 
western market-oriented countries. Thus, the important questions 
that may arise are : What is the most appropriate accounting 
system in a particular environment ? To what extent should 
accounting systems differ across countries ? To what extent does 
the type of accounting system employed impact upon the success 
of economic development programmes ? The challenge is to make, 
in short, accounting more relevant and useful for all sorts of 
economic analyses, policies, planning and decision-making. 

(b) Problems and prospects of Commerce/Accounting 
education : No serious work has yet been done on this area. Higher 
education is heavily subsidised by both the Central and State 
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Governments. The Ph.D. programme in most universities is not 
structured. The financial administration of undergraduate and 
post-graduate colleges has become a tough job. Today, shortage 
of finance is almost a universal phenomenon in the Indian 
universities. The accounting and control systems followed in 
educational institutions are age-old and require 
modification/replacement. The cost of higher education and the 
pricing policy to be followed in revamping the educational 
institutions need also to be examined. No attention is given to 
course development, teaching methodology and integration of 
teaching and research. These are some of the promising areas 
which need serious attention for research work. 

(c) Growth of small business ; Governments in developing 
countries are giving increasing emphasis on the growth of 
entrepreneurship and small businesses. In India, small scale 
industries (SSIs) form an important sector of our national economy 
—it accounts for 50% of the industrial production in the country 
and above 70% of employment in the industrial sector and about 
40% of the total exports. In spite of its potentialities, SSIs are facing 
numerous problems—organisational problems, production 
problems, marketing problems, financial problems, accounting and 
a host of other problems. We may try to find out solutions to 
some of these teething problems through research. How can the 
accounting needs of SSIs be met in practice ? Many SSIs are hit 
by working capital shortage (The Economic Times, September 4, 
1993, p. 8). While the need for making available adequate working 
capital for the units for their successful running has been 
highlighted at various fora constituted by the Government in 
India including the state-level bankers' committee meeting several 
units put up by the first generation entrepreneurs continue to face 
hurdles. Most new units are underfinanced and are deprived of 
timely working capital by the banks. What is needed is the change 
in the approach of banks towards financing first generation 
entrepreneurs. A study into this problem will have far-reaching 
impact on the growth of SSIs. Another promising area of study 
in small businesses concerns the broad control-related issues faced 
by managers of small businesses. There seems little doubt that 
effecting good control in small businesses presents some problems, 
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constraints and opportunities that are different from those found 
in large businesses. Some types of controls are particularly difficult 
for small businesses to afford because of lack of significant 
economies of scale. Thus, some of the research questions, in this 
context, may be : What control problems do managers of small 
businesses face ? Which of these problems are unique to small 
businesses ? Does the mix of control problems and their relative 
importance vary in different organisations because of, for example, 
the (a) market environment, (b) types of people employed, (c) 
types of products or services offered, (d) types of customer and 
(e) diversity of ownership (Merchant & Ferreira, 1985). Many more 
similar issues concerning SSIs may be taken up for research study. 
In short, SSIs will be a good haunting ground for research. 

(d) Revival of sick corporate enterprises : The growing 
industrial sickness in India has been a matter of great concern to 
the policy-makers and the banks and financial institutes. Banks 
and financial institutions become affected directly as they have to 
bear the brunt of sickness through financing. There are other 
socio-economic consequences of industrial sickness. So, this is a 
very promising area to investigate whether scarce resources of the 
country are misdirected or are utilised properly for the better 
health of the economy. 

In accordance with Sick Industrial Companies (Special 
Provisions) Act, 1985 (SICA 1985) the Board for Industrial and 
Financial Reconstruction (BIFR) is given adequate power to take 
preventive, ameliorative and remedial actions for industrial sickness 
in India. Through the BIFR "sanctioned scheme" a large amount 
of funds are invested in sick companies for their revival. These 
funds are granted by the banks and financial institutions at a low 
rate of interest and with easy terms of payment. 

Although many studies on prediction of sickness have been 
made in India (Gupta, Kaveri) research works on revival of sickness 
of corporate enterprises in respect of which BIFR have sanctioned 
schemes are few and far between. There are many research 
questions in this area. These include period of revival, extent of 
revival, cost analysis of sick units, technological and marketing 
problems faced by them, redeployment of surplus labour, proper 
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utilisation of financial resources, and so on. The other important 
question is whether the existing legal and procedural framework 
require any change in view of our experience since the enactment 
of SICA. 


B. Functional Areas 


An analysis into the nature of research works done shows that 
there has been a gap in some functional areas of accounting, e.g 
financial accounting, cost accounting, accounting theory and 
auditing. We would, therefore, like to touch upon a few promising 
research areas in each of them. 

(i) Financial Accounting 

Accounting for intangible assets 

Accounting for intangible assets concern recognition, 
measurement and amortisation of assets like licences, goodwill, 
trademarks and intellectual property rights. Presently, accounting 
principles adopted with respect to those assets differ significantly 
among firms. Many firms spend considerable resources on the 
acquisition, creation and maintenance of these assets, but do not 
recognise them in their financial statements. This has not only bred 
a degree of ambiguity, but uniform accounting norms on these 
heads have remained non-existent. Recognition of an intangible 
item as an asset is linked up with measurement of its cost. For 
example, an intangible item can be recognised as an asset if its 
cost can be reliably measured and benefits are expected to accrue 
over a longer period of time. On the issue of amortisation we have 
to determine precisely residual value, useful life, recoverable 
amount and ‘retirement’. 

Existing guidelines, which apply to certain types of intangible 
assets, are inadequate and have failed to keep pace with the growth 
of the services industry that has been attracting large resources. 
Despite differences of opinion, there is a common awareness that 
future economic benefits are expected to flow from such assets. 
The IASC has recently initiated a debate on the issue in order to 
arrive at certain parameters on recognition, measurement and 
amortisation of intangible assets (The Economic Times, June 22, 1994, 
p. 12). Accounting for intangible assets is, therefore, a promising 
area of research. 
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(ii) Cost Accounting 

Very little work has been done in this functional area too. The 
history of development of cost accounting in India has been 
elaborated in Chapter 2. It may be stated that since the establishment 
of a separate Institute in 1959 the Government of India have taken 
a number of steps to make industries cost conscious. The concept 
of cost audit is an example on the point. 

But very little research work has been done in costing. The 
history of the growth of cost accounting profession in India needs 
to be studied as knowing an historical perspective in any subject 
is essential. When learning a subject our natural curiosity turns to 
the origins of thought and practice. In this way, we can proceed 
from the simpler to the complex, from the past to the present, 
establishing relevance and stimulating interest in the phenomena 
under study. The application of cost accounting to the industry, 
the effectiveness of the various tools and techniques, providing 
relevant cost data for decision making, effectiveness of cost audit, 
simplification of costing systems for small businesses, farm costing 
are only a few examples in this context. It does not require any 
separate emphasis that very little attention has been given to farm 
costing in spite of the fact that more than 70% of the people in 
India depend on agriculture. The application of new techniques 
like just-in-time (JIT) inventory management, activity based costing, 
life cycle costing to Indian industries may also be critically 
examined. With liberalisation of industrial policy since July 1991, 
Indian industries, many of which hitherto operated in a protected 
market, will now face more competition both from within and 
outside. So industries must now become cost effective and quality 
conscious. Therefore, in the interest of greater efficiency of the 
economy in the post-liberalisation era, we have to undertake more 
and more research works in cost and management accounting. 
(iii) Accounting Theory & Practice 

This is yet another promising but neglected area of research 
in India. Even in advanced countries like the USA the position 
was not different during the initial period of professional 
development. Notwithstanding the larger and more complex role 
that the profession was being asked to play in economic affairs in 
the USA, “accounting practice was characterized by absurdities 
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and inconsistencies for much of the theory is made up of carelessly 
considered ideas....and is loose, uncodified and difficult to apply 
with any degree of uniformity "(Zeff, 1966). G. D. Roy, who did 
pioneering work on accounting theory, stated in his book, A Survey 
of Accounting Ideas (1963, p. 5)"....that the burden on accounting in 
serving as a means of enterprise control is ever expanding and 
the demand on its function as a tool for economic analysis is 
growing more and more intense. 5o that accounting may meet this 
challenge more effectively, it is imperative that the ideas that have 
developed till now should be surveyed and their interpretations 
verified. It cannot possibly be denied that in the conception of 
some ideas there is yet vagueness and inconsistency. Accountants 
do not differ on how they record a particular transaction but they 
do often differ in explaining why they make the record in a 
particular way. For example, it is still a puzzle to many why both 
assets and expenses are recorded by debit entries and both liabilities 
and incomes by credit entries. There are many other such questions 
that agitate the analytical mind." 

"The task of improving theory and practice", the Committee 
on Revision of the Constitution of the American Accounting 
Association (February, 1925) asserted, "devolved upon teachers of 
accounting, for they are best fitted through education, training, 
temperament and scientific interest to do the thinking, testing and 
writing" (p. 154). Thus, a concerted and continuing effort is 
necessary for the development of sound principles for the 
"accounting expression of the facts of business life". 


Having highlighted the need for more and more research on 
accounting theory and practice, we now examine a few areas as 
follows as to their potentiality of research. 

(1) Developing a conceptual framework of accounting and reporting : 
A conceptual framework is a coherent system of interrelated 
objectives and fundamentals that is expected to lead to consistent 
standards and that prescribes the nature, functions and limits of 
financial accounting and reporting (FASB). In India no conceptual 
framework of accounting has yet been developed by any 
authoritative bod y. Accounts are prepared in compliance with legal 
provisions (eg. Companies Act) The Institute of Chartered 
Accountants of India (ICAI) have issued Guidance Notes, 13 
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Accounting Standards (9 are mandatory and 4 are recommendatory) 
and 9 standards on Auditing Practices. In the absence of generally 
accepted accounting principles, the above standards, guidance 
notes, etc., presumably comprise GAAP in India. 

Financial Accounting Standards Board (FASB) in the USA was 
the first to formulate a conceptual framework during 1978 through 
1985. Based on this, about 110 standards have been issued by the 
FASB till August 1992. The International Accounting Standards 
Committee suggested a framework for the preparation and 
presentation of financial statements in April 1989 by which time 
it had issued 26 out of the present 31 standards. The same is true 
in the case of the United Kingdom where a conceptual framework 
has been issued in 1980. Out of 25 accounting standards issued so 
far in the U.K., a number of them had been issued prior to having 
a conceptual framework. Similarly, Canada and Australia have 
their conceptual frameworks. 

Any analysis of conceptual frameworks issued so far by the FASB 
and IASC shows that broadly the components that have been 
discussed include (a) objectives of financial statements, (b) qualitative 
characteristics of accounting information, (c) elements of financial 
statements, (d) revenue recognition, (e) measurement and (f) capital 
maintenance (Porwal, 1993). 


Many of these issues are controversial and require considerable 
thought and efforts to resolve. It is realised in different quarters that 
without a "constitution of standard setting process", the principles 
and standards laid down in different countries would not meet 
the purpose of harmonisation of accounting practices within a 
country and on an intercountry basis (Porwal, 1993, p. 141). David 
Solomons, who was associated with the FASB in developing 
Qualitative Characteristics of Accounting Information, having been 
disillusioned with the outcome of FASB's Conceptual Framework 
Project, asserted that "the right test of the fitness of an accounting 
principle is not that it is ‘generally acceptable’ but that it tells it 
like it is". 

In India since no conceptual framework has yet been 
formulated, the academics and the ICAI should start the ball rolling 
without further delay. Concepts are the ground work, the basis, 
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the foundation upon which the superstructure of standards can 
be constructed. 


We should address ourselves a number of key questions and 
try to get suitable replies. Some of them are : What are the objectives 
of financial statements ? Who needs financial statements ? What 
information do they need ? How much of the required information 
can be provided by the existing accounting framework ? What are 
the qualitative characteristics of information to be provided to the 
users of accounts ? (Banerjee, 1989). What should be the elements 
of financial statements in the light of the two conceptual 
frameworks—that of the FASB and the other of IASC ? In India, the 
objectives of financial statements do not appear to have been clearly 
defined by any authority as yet. Allocation of accounting 
information among various user-groups is also another major policy 
issue. As the provision of accounting information is not costless, 
judgments as to appropriate reporting for various user groups 
require consideration of the different interests and competing 
demands. The qualitative attribute of the information contained in 
the financial statements need to be clearly spelt out to make the 
supplied information relevant, useful and comparable. 


The complimentary role of conceptual framework and standard 
setting in a country needs also to be examined. Issuing standards 
without a conceptual framework will simply turn out to be ad hoc 
or fire-fighting measures (Porwal, 1991). A standard setting body 
should keep in mind the information needs of all user-groups in 
a neutral manner while setting standards. Thus, some of the 
research questions that agitate one's mind in this connection are 
(Porwal, p. 61) : Is there need for broadbasing the composition of 
standard-setting body in India to achieve greater credibility, 
neutrality and objectivity among others in accounting standards ? 
What should be the pattern of standards enforcing machinery ? 
Should the present arrangement continue ? Should the ‘process of 
standard setting' provide for public hearing to gain wider 
acceptability of GAAP or the closed-door hearing continue as of 
now in India ? These and many other similar issues need to be 
resolved through research. 


(2) Positive Accounting Theory : One of the important objectives 
of accounting theory is to explain accounting practices. Earlier 
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accounting theories were merely concerned with description of 
observed accounting practices and accounting research was more 
of a normative nature. In order to improve the usefulness of 
accounting research Jensen (Jensen, 1976) suggested the 
development of Positive Theory of Accounting "which will explain 
why accounting is what it is, why accountants do what they do, 
and what effects these phenomena have on people and resource 
utilisation (p. 13)". Watts and Zimmerman vigorously worked 
(1978, 1979) on Jensen's ideas and ultimately published Positive 
Accounting Theory (1986) which has provided the basis for a fresh 
thinking in accounting research. This theory is expected to play 
an important role in providing information to decision makers for 
their accounting policies. The importance is especially felt when 
predictions are developed and decisions are made, and when 
consequences of the decisions are anticipated ((Jaggi, 1991). Thus, 
the Positive Accounting Theory has made important contributions 
in our understanding of the accounting process. It opens wide 
frontier for research. For example, three hypotheses on bonus plans, 
debt/equity ratio, and firm size have not yet been fully tested 
Jaggi, 1991). 

(3) Corporate Social Performance or Corporate Social Reporting : 
This reflects the impact of a firm's activities on society. It is also 
referred to as Corporate Social Accounting and Reporting. There 
exists no comprehensive theory of accounting for corporate social 
performance. So, there are many important issues to be resolved 
Jaggi, 1989) Why management would be voluntarily willing to 
publicly disclose social information ? What then are the objectives for 
such disclosure ? How to measure social costs and benefits ? Lastly, 
what would be the appropriate reporting format ? 

The objectives for social reporting are derived from the rationale 
for corporate social responsibility supported by two arguments : 
social contract argument and quality of life argument. According 
to the former, a firm agrees to perform socially in return for 
rewards. The major objectives of corporate social accounting 
(Ramanathan, 1976) suggested are to : 

* identify and measure the periodic net social contribution of 
 anindividual firm ; 
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* help indetermining whether a firm's activities are consistent 
with widely shared social priorities ; and 
* / make available relevant information on a firm's goals, policies, 
programmes, performance and contributions to social goals. 


The social accounting objectives proposed by Ramanathan have 
been criticised at the theoretical level (Tipgos, 1977). The validity 
of the underlying assumption of a social contract for social 
accounting has been challenged on the ground that it is based on 
ambiguous corporate legal rights and obligations which are not 
enforceable by law. The other argument of corporate social 
responsibility is based on "quality of life". The debate of issues 
relating to the concern for "quality of life" states that if firms do 
not behave socially responsible, their activities will have a negative 
impact on the society and the society will react strongly. This 
realisation encourages firms to develop social goals and provide 
relevant information to the users of accounts with regard to the 
discharge of their social responsibility. 

The other naughty „problem relates to measurement of social 
costs and benefits. If proper measurement tools and techniques 
are not available, the usefulness of the social reports will be 
limited. Despite several efforts, the development of suitable 
measurement techniques has not advanced very much because 
of the problems associated with (a) quantification of social 
information and (b) valuation dilemma (Jaggi, p. 12). 

Last but not the least is the r ing format. Several formats 
have been proposed in the U.K., the U.S.A. and Germany. Most 
of these formats are based on one of the following approaches : 

(a) Social Income Statement and Balance Sheet Approach (the 

former represents social gain or loss, i.e. difference between 
social benefits and costs, to the society's resources due to the 
firm's operations and the latter, a 'social statement of assets, 
liabilities and equities’) ; 

(b) Operating Statement Approach (the operating statement 

only the positive and negative aspects of social 
activities—i.e. social benefits and social costs) ; 

(c) Descriptive Approach, i.e. additional relevant social infor- 

mation attached to the annual financial statements ; 
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(d) Goal-oriented Social Reporting Approach (i.e. the annual 
report contains descriptions of social goals chosen by the 
firm and details of activities and their analysis in pursuit of 
these goals). 


None of the above formats have, however, found general acceptance 
so far. One reason is that social information needs of users are 
highly divergent. There are many “gaps in the contemporary 
approaches" (Chattopadhyay, 1991). 

In India the Sachar Committee recommended in 1978 that a 
provision may be included in the Companies Act to make it 
obligatory for companies to give a Social Report along with the 
Directors’ Report. The Report should provide a clear and quantified 
account of the social operations undertaken by the company during 
che previous vear. But except the Central Government's 
requirements, with effect from 1.4.1989, of disclosure by a few 
companies, in their directors” report, information regarding 
conservation of energy, technology absorption and foreign 
exchange, nothing has been done as yet (the Companies Bill 1993 
does not propose anything in this regard). Some companies have 
been including social responsibility information (e.g. SAIL, Cement 
Corporation of [ndia) in their annual reports in some form or the 
other. But there has been significant variation between companies 
with regard to social disclosures. Thus, corporate social reporting 
is a promising area of research to resolve many important issues. 

(4) Efficient Market Hypothesis and Capital Market Research : 
Efficient Market Hypothesis (EMH) has important implications for 
accounting practices. This tries to measure the responsiveness of 
the security prices to the accounting information disclosed in 
financial statements. In other words, what effect, if any, the 
accounting information has on the share price. The term ‘efficient’ 
refers to the way information is reflected in security prices. For 
example, the security market may be expressed as ‘efficient’, 
‘less-efficient’ or ‘non-efficient’, or ‘strong’, 'semi-strong' or ‘weak’, 
depending upon the degree of influence of accounting information 
on security prices. Since the late 1960s capital market research 
studies in the West have examined stock price reaction to a variety 
of events and disclosures, including annual and quarterly earnings 
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announcements, changes in dividends, forecasting earnings, 
accounting changes, business combinations, ‘subject to’ audit 
opinions, etc. Perhaps the most conclusive finding is the importance 
of accounting income to investors—there is stronger correlation 
between stock price movements and accounting income than 
between stock price movements and cash flow (Porwal, 1993). 
Empirical studies also suggest that stock prices are more influenced 
by the disclosure of real economic events than by cosmetic 
accounting information. Disclosure in financial statements are not 
expected to affect security prices unless material economic 
consequences are based on reported financial statements. 

Very few research works have so far been done in India in 
this area. Gupta’s study (1981), for the first time in India, relates 
to "Rates of Return on Equities—The Indian Experience" covering 
the period 1960-76. Chowdhury in his dissertation (1992) makes 
an attempt to provide some evidence on the CAPM under Indian 
stock market conditions for a period of 11 years from June 1976 
to June 1957. The study covers such aspects as estimation of 
systematic risk, beta, beta stability, beta forecast, the extent of 
association betwen beta and relevant firm level accounting risk 
proxies and tests of the Capital Asset Pricing Model (CAPM) with 
risk return data for individual shares as well as for portfolio. 
Chowdhury attempted to cover a broad canvas in order "to provide 
some empirical results so that further research in this area may 
be gainfully initiated" (Chowdhury, p. 289). 

Thus, many issues in this area remain to be resolved in Indian 
context. Prominent among them are (Basu, 1991) : (a) Is there a 
significant correlation between changes in accounting earnings and 
changes in security prices ? (Firth 1981); (b) Do changes in 
accounting earnings that occur due to cosmetic changes do succeed 
in eliciting any reaction in security prices ? (Kaplan & Roll, 1972; 
Duke, 1975) ; (c) Is the content of the information released or the 
form of such information, ie. published in Financial Statements or 
provided elsewhere, of more concern to the capital market ? (Foster, 
1977) ; (d) Do inflation adjusted accounting data provide the market 
with any additional information ? (Morris, 1975) ; (e) What is the 
stock market reaction to estimates of EPS by company officials 
(Foster, 1973) ? 


AEI — 11 
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There may be many promising and relevant research questions 
on the CAPM under Indian stock market conditions (Chowdhury, 
1991). They are : (a) Looking into the differences that can result 
in beta estimation when different choices are made as to return 
calculations, proxies for market portfolio and risk free rate, beta 
estimation period and the length of return intervals (e.g. weekly, 
monthly, quarterly or annually); (b) Distribution of individual 
share returns; (c) Prediction of beta based on firm specific 
fundamental variables ; (d) Testing the CAPM under Indian stock 
market conditions, etc. 


5.3 Environmental changes and majorissues for Accounting 
Education and Research 


(i) Environmental changes 


Barriers of all kinds are crumbling as dramatic political, 
economic and social changes characterise the last decade of the 
20th Century. Some of these changes will continue beyond the 
year 2000. They raise a variety of new and pressing challenges for 
us in every front including accounting education and research. 
Before we take up the influences of these changes on accounting 
education and research, we try to highlight the nature of 
environmental changes (Choi, 1993). They are : 


(a) International economic and political inter-dependence and 
formation and emergence of regional, sub-regional and 
global economic blocks, e.g. SAARC, NAFTA, OECD, UN, 
etc. 

(b) Foreign direct investment and multinational corporate 
strategy (product consolidation vs. product diversification) 
leading to mergers, acquisitions, strategic alliances and joint 
ventures ; 

(c) Technological change 

(d) Development of information technology 

(e) Development of capital markets 

(f Emergence of newly industrialised countries (NICs) like 
Korea, Taiwan, Singapore, China and India 

(g) Emergence of the service industries ina big way 

(h) Growing trend of privatisation in LDCs. 
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It is not the intention of this study to describe the above changing 
economic scenario with their respective impact. The overall iinpact 
is that the world will become a "global village", there will be 
gradual diminution in the dominance of U.S. and Japanese 
multinational companies, shift towards market economy and 
ultimately supply of “low cost high quality" commodities. At the 
firm level, the environmental changes will bring about : 


New organisational forms 


* New or no hierarchy 

* New combinations of organisations 

" New networks 

* Perpetual changes in technology, quality, costs, product- 
mixes, etc. 


* Flexibility 
* Changes in the concept of education and research, to men- 
tion a few. 
(ii) Some of the issues arising out of the environmental changes 

The international forces for change will raise many issues 
which have yet to be explained and resolved. It has thus become 
imperative to incorporate an international perspective into 
accounting education and research as an integral part of our 
thinking about education and research. There may be many areas 
of future research relating to the environmental changes. We have 
identified earlier a few promising areas for future research based 
on analysis of existing research gaps. Some of them will be relevant 
for the present decade or for the period beyond 2000. We now 
specify in the following paragraphs a few more areas that we 
consider most relevant and promising. 

(1) Growing trend of privatisation : Government companies are 
gradually privatised (eg. disinvestment, direct transfer, 
management buy-out, etc.) in many developing countries in Asia 
and Europe. As a result, increasing reliance is likely to be placed 
upon profit as a measure of performance. This provides 
opportunities for investigating into the nature and impact of 
changes in the accounting and control systems used. The 
effectiveness of the existing management control systems may be 
examined and a suitable system may be devised to suit the changing 
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requirements. There will be many motivational and behavioural 
problems involved and their impact on the performance of the 
companies after privatisation may also be examined. Disinvestment 
process itself involves many intricate issues—the determination of 
the fair price of the shares, for example, is one of them. 

(2) Environmental Accounting and Reporting : Environmental 
accounting and reporting is gaining prominence nowadays 
Johnson, 1993). That prominence has stemmed from major 
governmental regulations and legislations to fulfil environmental 
obligations and court interventions into environmental violations 
made by industries.” Environmental accounting and reporting will, 
therefore, become a major and important issue for investigation. 
Although usually considered to be a part of corporate social 
performance, because of the threats to environment by, among 
others, industrial activities, there is need for undertaking more and 
more pollution control measures by industries. Environmental 
accounting has, therefore, assumed tremendous social significance. 
it encompasses recording of environmental outlays, their 
measurement (e.g. whether to expense or capitalise the outlays and 
how to allocate them to accounting periods) and display. 
Sometimes, due to difficulties associated with measurement of 
environmental outlays, disclosure may become the only recourse 
for environmental accounting and reporting. Although the 
questions and uncertainties associated with environmental 
reporting raise real challenges for accountants, there is relatively 
little guidance in the contemporary literature about how to address 
those challenges. Researches that help answer all these will be 
highly relevant. 

Protecting the environment has now become a prominent item 
on many corporate agenda. No business has a secure future unless 
it is environmentally acceptable. So, environmental accounting has 


* In a public interest litigation filed by Mr. M. C. Mehta, a Supreme Court 
Advocate, for polluting the environment by discharging untreated Jiquid 
effluents by a number of large and medium scale industries along the 
Ganga basin, the Supreme Court ordered for closure of many units unless 
the effluent treatment plants were installed within a specific time. This 
started a new era in environment management (Mohit Roy, “Citizens 
versus Polluting Industries" in the Statesman Miscellany, April 17, 1994.) 
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both micro and macro dimensions. "The chief element in any 
environmental initiative is thought. Care is the operative word 
and it has to be taken literally" (Peter, 1994). Environmental 
awareness may require changes of habits, and can encounter 
resistance—even among those who consider themselves in favour 
of it. 

(3) Foreign Investment and Accounting for Joint. Venture : With 
the growth of joint venture arrangements between MNCs and host 
country organisations, there are problems of how to coordinate 
different cultural and accounting traditions in a way that resolves 
issues relating to financial control, the measurement of profit and 
the valuation of joint venture investments. Relatively, little is known 
currently about either the control processes employed or how best 
to measure the performance of joint ventures (Geringer & Hebert, 
1989). In short, the important questions concern the following : 
Are accounting differences used, either deliberately or 
unconsciouslv, to the advantage of one or the other partner ? To 
what extent can accounting differences be explained by reference 
to cultural and other environmental factors ? How important are 
accounting differences as a source of disagreement between 
partners and how are such differences resolved in practice ? Joint 
venture mergers and alliances also pose a variety of questions 
concerning financial reporting from the perspective of the MNCs. 
To what extent, for example, is the quantity of information disclosed 
in the context of such combinations adequate and should this be 
subject to harmonisation requirements on a world-wide basis ? 
(Gray and Roberts, 1991). 

(4) Development of Financial Markets : Financial markets will 
be playing more important role in the years to come. Over time, 
stock markets will become more competitive. There are a number 
of problems to be resolved concerning the extent of regulation and 
investor protection necessary for the development. For example, 
to what extent the developed stock markets will provide a useful 
yardstick for the functioning and regulation of the emerging 
markets ? In what way should local needs and conditions be 
incorporated into accounting and disclosure requirements ? How 
relevant would be International Accounting Standards in 
promoting the development of stock markets ? Will it be desirable 





158 Accounting Education in India 


to arm SEBI with more power to regulate the emerging markets ? 
Many more similar issues will have to be resolved. 

(5) Other Issues : The list given above is only illustrative. There 
will be many other important areas relevant for accounting research. 
The role of service industries in a variety of areas such as finance, 
management consultancy, banking, accounting, insurance, 
advertising, hotels, tourism, etc., the emerging rapid growth of 
information technology may be cited as examples. One effect of 
the growth of information technology will be that organisational 
hierarchy will change leading to many other consequential changes. 
How does management control system change to suit the changing 
requirements of the management ? What type of information then 
becomes more appropriate for decision-making (Gray & Roberts, 
1991) ? 


2.4 Integrating research and teaching 


We have examined the importance of research in education, 
the gaps that persist now in this field, the environmental changes 
needing change in direction of research, some of the problems that 
inhibit the growth in research and the problem of maintaining 
quality. We now deal in short with the vital question of integrating 
research with teaching for balanced development of accounting 
education. 

What is the justification for integrating research and teaching ? 
Accounting research is viewed as the primary means by which 
accounting acadeimcs can enhance and update the content of their 
present courses; it can also spur them on to design new ones. 
Thus, inany accounting education system, integration of accounting 
research and accounting teaching is a desired objective. 

Does integration take place in all cases ? There may be two 
extreme cases wherein such an integration would not occur. The 
first extreme is a researcher who does not teach. Such appointments 
are rare in our country. Almost all the accounting academics have 
to take some classes. At the other extreme is someone who teaches 
but does not research—or at least does not provide any tangible 
evidence of conducting research. In any educational organisation 
such persons are quite large in number. In between these two 
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extremes, we have quite a considerable number of accounting 
academics who are engaged in both teaching and research. Even 
in such cases, what is the possibility of integrating research and 
teaching ? The factors affecting the integration are numerous— 
teaching environment of the university, the relevance of the 
research, the willingness of the teachers to pass on the results of 
the research to the students and that of the students to accept, to 
mention a few. The environment of the university undoubtedly 
influences both teaching and research. The Chairman of the 
Accounting Education Change Commission in the U.S.A. in his 
article "The Challenge of Change in Accounting Education" made 
the following observations regarding institutional environment for 
accounting education : 
"Accounting education and research is not central to the 
mission of the university. It is viewed often times as a fringe 
discipline at best and as too vocational and not worthy of a 
place at the table at worst" (Williams, 1991, p. 127). 
The position in India is not an exception. Over the last decade we 
are, however, witnessing a change in the environment at major 
universities. Accounting departments are now able to attract 
adequate attention from the university administrators. The 
importance of quality accounting programmes to the sound 
functioning of the nation's economic system and to the international 
competitiveness of Indian business must be impressed upon 
university administrators. Accounting academics have also to play 
significant role as the primary burden and responsibility for the 
structure, format and content of accounting education rest with 
them. They can speak with a loud and clear voice about the need 
for quality in accounting education. 

Integrating teaching and research will also depend upon the 
background of the teachers. It is, therefore, important to select 
right type of faculty for the purpose. In spite of UGC norms, if 
recruitment and promotions of teachers take place without giving 
adequate weightage to the researches done by the faculty members, 
the environment can best be described as "killing". Given the 
favourable institutional environment, much will depend upon the 
willingness of the teachers and the students to integrate research 
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with teaching. In many post-graduate departments there are 
flexibilities in the course structure to incorporate new ideas or new 
interpretation of existing ideas as inputs to teaching. In general, 
students appreciate more the teaching of a well-structured course 
with very little deviation from textbook materials. So, junior 
teachers may try to become "risk-averse" by not bringing more 
and more innovations in the classroom. But there are good students 
also. These students prefer new ideas, innovative teaching to 
structured course with reference to traditional textbooks. This 
category will welcome a high degree of integration of research 
with teaching. But the other important question is the extent to 
which research findings can be shown to be relevant to the context 
of specific courses. To answer this question, we have to address 
ourselves regarding the nature of accounting researches which are 
being done by the accounting academics in the country. Manv of 
the researches done relate to financial accounting, management 
accounting and auditing. There are many important issues involved 
in them. These can be discussed at the time of teaching. Examples 
are : financial statement analysis, the information content and the 
economic consequences of voluntary and mandatory choices of 
accounting methods and disclosures, depreciation accounting 
methods and their suitability to different industries, the relevance 
of capital structure planning when capital is mainly supplied by 
the Government, working capital management, human resource 
accounting, inflation accounting, the treatment of provisions in 
fund flow statements, the independence of the role of auditors, 
social audit of private sector companies, to mention a few. A note 
of caution is, however, to be sounded. There should not be sacrifice 
of teaching for the sake of research. In general, the student 
community may not welcome the integration unless they clearly 
see the relevance of the research to the objectives of their courses. 
Thus, any attempt to integrate research with teaching should be 
well-thought out and made meaningful and rewarding to the 
students in their future career. If researchers are motivated by 
substantive issues existing in the important fields of study, we 
would be in the best position to integrate research findings with 
teaching. 
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5.5 Epilogue 

The ensuing developments, described briefly earlier, suggest 
that the approach to accounting education and research will and 
must shift from being "supply-driven" to "demand-driven". In 
general, accounting education and research must become more 
markets-based than before. We will have to promote research that 
is relevant to user-needs. Who are our users ? We have to identify 
them, identify their needs and ultimately issues needing our 
attention. We have to support action programmes that address 
these issues and finally follow-up to see if sponsored research 
programmes are actually resolving the issues (Choi, p. 430). 

Secondly, in spite of many constraints we have to carry on 
our research works "voluntarily". The volume and quality of any 
voluntary work, it may be mentioned, depends on the inner urge 
and on the compulsion of mind. This realisation among ourselves 
is also essential. : 

Thirdly, international dimension is now fundamental to the 
study of accounting. Of course, to tackle international issues 
effectively we must put up much more effort coupled with financial 
support. 

Fourthly, "it is argued that if international accounting research 
is to be relevant then it should be problem-driven rather than 
methodology driven. Accordingly, the problems identified will 
suggest a variety of methodologies depending on the specific issues 
investigated or hypotheses stated" (Gray and Roberts, p. 50). 

Fifthly, the quality of research should be improved 
considerably. We have made a few suggestions earlier in this 
regard (pp. 138-139). 

Lastly, there should be proper integration of accounting 
research and teaching. As stated earlier, integration of accounting 
research and accounting teaching should be made a desired 


objective. 
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« 
Appendix 5. 
Illustrative List of works done for Ph.D. Degrees in the selected 
Universities in India during 1947-1993 


A. Financial Accounting 
(a) Allahabad University 
1. Inflation Accounting and Indian Companies (1990) 
(b) Andhra University 
2 Human Resource Accounting—A Case Study of Hindustan 
Shipyard Ltd., Visakhapatnam (NA) 
3. Corporate Reporting in India—4A Case Study of Selected Industries 
in Visakhapatnam Steel City (N A) 


(c) Kë University 
Accounting for Goodwill and its Effect on Social and Enterprise 
Income (1968) 
5. Replacement Accounting for Fixed Assets (1978) 
6. Accountants’ Enterprise Income and the Value added—A Com- 
parative Study (1979) 
7. A Conceptual and Impartial Investigation on Conventional Ac- 
counting and Price Changes (1980) 
8. Effect of Turnover on the Valuation of Goodwill (1980) 
9. Limitations of Balance Sheet (1985) 
0. Changing Profile of the Accounting Function—An Evolutionary 
Process (1987) 
11. Cattle Depreciation—Conceptual Propriety and Treatment in Farm 
Accounting (1988) 
12. Effect of Inflation on Foreign Participation (1988) 
13. Study of Bengali Indigenous Accounting Practices (1988) 
14. Valuation of Shares of Companies in India (1989) 
15. The Practice and Policy of Depreciation in Bangladesh (1990) 
16. Corporate Accounting in India : a Critical Estimate of the Existing 
System and its Possible Improvement (1991) 
17. A Survey of Quality of Corporate Annual Reports and Accounts 
in India (1992) 
(d) Delhi LIniversity 
18. Depreciation Policy and Practices in Indian Industries (1977) 
19. Corporate Financial Reporting Practices in India with special refer- 
ence to Manufacturing Industries (1982) 
20. Measurement of Business Income—a Study of Selected Corporate 
Enterprises in India (1984) 
21. Manpower Management and Human Resouge Accounting (1988) 
22. Inventory Valuation Policy and Practices in Selected Indian In- 
dustries (1989) 
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23. A Theoretical and Empirical Investigation of Human Resource 
Accounting (1992) 
(e) Jodhpur University 
24. Accounting Policies and Practices in Indian Cotton Textile Industry 
(NA) 
25. The Corporate Published Accounting Information : Relevancy and 
Use (A Case Study of Some Selected Companies in India) (NA) 


B. Cost Accounting 
(a) Allahabad University 
26. Inventory Management in Public Enterprises of Allahabad (1984) 
27. Budgetary Controlin Central Government Undertakings Operating 
in India (1991) 
(b) Andhra University 
28. Labour Productivity in Major Ports (1967) 
49. Costing System in Indian Shipbuilding Industry—4A Case Study of 
Hindustai: Shipyard Ltd., Visakhapatnam (1976). 
30. Materials Management in Public Sector Heavy Engineering In- 
dustry : A Case Study of BHPV, Visakhapatnam (1980) 
31. The Impact of Materials Management System on State Electricity 
Boards—A Selective Study of Andhra Pradesh State Electricity 
Board (1985) 
(c) Calcutta University 
32. Contract and Valuation of Work-in-Progress : A Case Stud y — 
Pump Manufacturing Industries (1977) 
33. A Survey of Material Accounting Methods towards a Homoge- 
neous Process (1979) 
34. Cost Accounting System in Cotton Textile Industry in India and its 
Impact on Profit Management (1989) 
35. Inventory Management in Public Enterprises in India with special 
reference to SAIL (1993) 
(d) Delhi University 
36. Inventory Management in Textile Mills in Union Territory of Delhi 
1982) 
37. istis Aspects of Cost Management with reference to Indian Rail- 
ways (1982) 
38. Inventory Management in India—A Study of Selected Companies 
1 
39. Pase Management in Textile Mills in Delhi, Punjab and Rajas- 
than (1984) 
40. Cost and Profitability of Commercial Banks in India (1987) 


(e) Jodhpur University 
41. A Study of the Inter-relationship between Wages, Prices, Produc- 
tivity and Profitability in the Cement Industry in India (NA) 
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C. Management Accounting 


(a) Allahabad University 


42. 
43. 
44. 
45. 
46. 


47 


Capital Investment in Selected Indian Industries since 1930 (1958) 
Financing of Small Scale and Cottage Industry in U.P. (1962) 
Management of Working Capital of Central Government Under- 
takings in India (1984) 

Dynamics of Profit Planning and Analysis (A Comparative Stud y 
of Certain Firms) (1988) 

Performance Budgeting in Central Government Under-takings in 
India (1990) 

Capital Structure in Indian Iron and Steel Industry—An Analytical 
Study (1991) 


(b) Andhra University 


48. 
49 


University Finances—A Case Study of Andhra University (1977) 
Financial Management in Ports—A Case Study of Visakhapatnam 
Port (1986) 


(c) Calcutta University 


50. 


51. 


52. 


53. 


54. 


22. 


256. 


57. 


Nature and Behaviour of the Capital Structure of the Indian Jute 
Industry : 1959-68 (1976) 

Decision-oriented Accounting Model for an Organisation having 
Open System Characteristics (1980) 

Debt-equity Ratio Analysis—lts Survey on Some Paper Producing 
Firms of West Bengal (1980) 

Accounting for Management of Debtors—A Critical Es- 
timate of the Existing System and its Possible Improvement (1984) 
Treatment of Provisions in Funds Flow Statement—Effect on Work- 
ing Capital Management (1985) 

Studies in Public Deposits as a Source of Working Capital in India 
(1985) 

CAPM under Indian Stock Market Conditions : Some Empirical 
Results (1991) 

Borrowing as a Source of Working Capital in the Corporate Sector 
in India : An Empirical Analysis (1993) 


(d) Delhi University 


58. 


Management of Working Capital in India (1977) 

Cash Planning and Management with special reference to selected 
Public Sector Undertakings (1978) 

An Analysis of Convertible Debt Financing with special reference 
to India (1982) 

Corporate Dividend Behaviour in selected Industries (1982) 
Public Deposits as a Source of Corporate Financing in India (1962- 
80) (1983) 
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63. 


67, 


Impact of Financial Variables on Price-Earnings Ratios of Cor- 
porate Equities in India (1984) 

Financial Ratios and the Prediction of Corporate Failure (1984) 

A Study of the Pattern of Corporate Financial Structure in India 
(1985) 

Cost of Capital and Corporate Policy with special reference to the 
influence of Changes in Accounting Variables in Stock Prices (1989) 
Cash Management in Nepalese Public Enterprises (1991) 


(e) Gauhati University 


6B. 


Management of Working Capital in State Undertakings in Assam 
(1990) 


(f) Jodhpur University 


69. 


70. 
Notes : 


(1) 
(2) 


A Study into the Working of Management Control System in the 
Cotton Textile Industry in Rajasthan (NA) 
Financial Management in Public Enterprises of Rajasthan (NA) 


Figures in the brackets indicate year in which Ph.D. Degree was 
awarded. 
N.A.—Not Available. 
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Six 


An Empirical Study 


6.1 Introduction 


Earlier we have discussed the role of professional institutes in 
the development of accounting education in India (Chapter 2), 
evolution of accounting education at the college and university 
levels (Chapter 3), contribution of corporate sector to accounting 
education (Chapter 4) and accounting researches in India—in 
retrospect and prospect (Chapter 5). In the course of our discussions, 
we relied on previous studies, our own analysis of data collected 
from primary and secondary sources and then suggested measures 
for improvement. In this chapter, we, therefore, deal with an 
empirical study which is predominantly concerned with getting 
opinions on the intricate issues of accounting education—from 
objectives to state of research—from selected professional 
accountants and accounting academics in different parts of the 
country. The whole process is described below. 


6.2 Framing the questionnaire 

We used two sets of questionnaires for the study—one 
containing 16 questions meant for the professional accountants 
and the other containing 63 questions meant for the accounting 
academics. Initially, two separate drafts were prepared and 
circulated amongst a few distinguished academics and professional 
accountants in Calcutta and their comments and suggestions for 
improvement were sought. These drafts were also placed before 
the members of the Advisory Committee of the DSA in its meeting 
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held in January 1993. After incorporating a number of suggestions, 
the questionnaires were finalised. 

The small questionnaire, apart from dealing with demographic 
data of the respondents, touched areas like objectives of accounting 
education, state of accounting education, present structure of 
curriculum both at the post-graduate level and at the professional 
institute level, comparison with professional education, 
coordination at different levels and training of the accounting 
academics. 

Similarly, in the larger questionnaire apart from the above 
many more issues having their bearing upon accounting education 
and research were incorporated. These include : teaching 
methodolog y, infrastructural support like library, participation in 
seminars etc., rapport with trade and industry, state of research 
and general environment for education. 

A comparison between the two sets of questionnaire show. 
that nine questions as mentioned in Table 6.1 are common : 


Table 6.1 


Comparison between two sets of questionnaire 
: 


Sl. No. Small Questionnaire Larger Questionnaire 


1. Q. 4 Q. 1 
2. Q. 5 Q. 8 
3. Q. 6 Q. 6 
4. Q. 8 Q. 38 
5. Q. 9 Q. 39 
6. Q. 10 Q. 41 
7. Q. 11 Q. 44 
B. Q. 14 Q. 36 


16 Q. 63 


Out of these nine, two questions are contratype (O. 10 and 
Q. 41, Q. 11 and Q. 44). 


6.3 Selecting the respondents 


The small questionnaire was sent to the professionals who are 
members of the Institute of Cost and Works Accountants of India. 
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Some of them also possess the membership of the Institute of 
Chartered Accountants of India and Institute of Company 
Secretaries of India. 

The Institute of Cost and Works Accountants of India (ICW AI) 
publishes annually a list of its members. From this list of members 
(for 1991-92) in the four regions (viz. Northern, Southern, Eastern 
and Western) in India, we selected those who have post-graduate 
degrees. 

The number of these persons in the 1st region is 611, in the 
2nd region 650, in the 3rd 838 and in the fourth, it is 549, totalling 
2,648. We have selected 20%, i.c. 1/5th of them (approx. 530) as 
our sample, to make it a workable size. Therefore, we have selected 
every 5th professionally qualified accountant having post-graduate 
degree (ie. in the order of Ist, 6th, 11th and so on) from each 
region, 

The larger questionnaire was sent to the Heads of the 
Departments of Commerce in the following 39 Universities in India. 

In selecting the universities 25 States and Union Territories 
were taken into consideration in order to ensure that at least one 
university was selected in the primary sample from each state. 


(1) Aligarh University (20) Kerala University 
(2 Allahabad University (21) Madurai University 
(3) Andhra University (22) Manipur University 


(4) Banaras Hindu University (23) M. L. Sukhadia University 
(5) Bangalore University (24) M. S. University of Baroda 
(6) Berhampore University (25) Mysore University ` 

(7) Bombay University (26) North Bengal University . 
(8) Burdwan University v EMEN a 
Vot eee e ade (29) Patna University 


(10) Delhi University Ten 

(11) Dibrugarh University aR Se Diy diit A 

(12) Gauhati University (32) Rajasthan University 

(13) Gujarat University (33) Saugar University 

(14) Jammu University (34) Saurashtra University 

(15) Jiwaji University (35) Simla University 

(16) Kakatiya University (36) Sri Venkateswara University 
(17) Kalyani University (37) Utkal University 

(18) Karnatak University (38) Vidyasagar University 


(19) Kashmir University (39) Vikram University 
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In order to broad-base the study, 139 participants of four 
Refresher Courses and one Orientation Course conducted by 
Academic Staff Colleges at different universities were also 
approached with the larger questionnaire. The details of these 
courses and the number of commerce teachers attending them are 
given below : 


No. of 
participants 

(1) Dept. of Commerce and Management Studies, Andhra 37 
University (July 22—August 16, 1993) 

(2) Dept. of Accountancy, J.N.V. University, Jodhpur 43 
(September 21—October 10, 1993) 

(3) Dept. of Commerce and Business Administration, 2A 
Allahabad University, (IVth Refresher Course in 
Commerce, 19th November—12th December, 1993) 

(4) Dept. of Commerce, Burdwan University (February 7— . 30 
March 9, 1994) 

(5) Calcutta University Academic Staff College (11th January 5 


to 11th February, 1994—out of 31 participants belonging 
to various disciplines only 5 belonged to Commerce) 


Total 139 


There was, of course, bias in the selection of the above refresher 
courses only out of many others run elsewhere in the country. 
Since the author participated as a resource person and discussed 
state of accounting education and research as one of the areas in 
each of them, these refresher courses were only selected. But there 
was no bias in the selection of the participants since they had been 
selected by the respective Academic Staff Colleges keeping in view 
the U.G.C. guidelines. 

In all, the larger questionnaire was sent to (39+139) i.e. 178 
academics belonging to the discipline of commerce. 


6.4 Responses received and profile of the respondents 
(a) Responses received 

114 duly completed questionnaire (responses) were received 
after sending repeated reminders to the respondents, of which 61 
were from the professionals and 53 were from the academics (Table 
6.2). 
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Table 6.2 
| Responses to questionnaires 

Questionnaires sent to Sample Responses Percentage 

eee a. 34 
Professionals 

Type : (Small Questionnaire) 561 61 10.9 
Academics 

T : er Questionnaire 178 53 29.8 

Total 739 114 Average 15.4 


An average response rate of 15.4% which, going by the general 
experience of data collection in India (Roy, 1991; Porwal, 1994), 
may be considered satisfactory. 


(b) Profile Analysis 
One of the objectives was to make the study a broad-based 
and all-India one. This is reflected from the responses received 


and the types of respondents. There were responses from different 
parts of the country—North, South, East and West Zones. 


In our study, North Zone includes : Jammu and Kashmir, 
Himachal Pradesh, Punjab, Haryana, Delhi and Uttar Pradesh. 


South Zone includes : Andhra Pradesh, Tamil Nadu, Karnataka 
and Kerala. 

West Zone includes : Rajasthan, Gujarat, Maharashtra, Goa 
and Madhya Pradesh. 

East Zone covers the largest geographic area, viz. : West 
Bengal, Bihar, Orissa, Assam, Meghalaya, Auranachal, Manipur, 
Mizoram, Nagaland and Tripura. 

Table 6.3 shows the zonewise distribution of the respondents. 


Table 6.3 
Zonewise distribution of respondents 


Zone Responses from Responses from Total 
academics professionals 
Oo. No. No. 
North 07 13.2 08 13.1 15 13.2 
South 13 24.5 14 23.0 27 23.7 
East 25 47.2 24 39.3 49 43.0 
5 5 24.6 20.1 


T 53 1000 61 00.0 114 1000 
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We also find a good combination of the respondents as far as 
their experience is concerned. Table 6.4a shows the experience 
profile of the respondents. 





Table 6.4a 
Experience-profile of respondents 
Experience — Academics Professionals Total 
UR en) No. % No. % No. % 
0-15 19 35.9 23 37.7 42 36.8 
15-25 19 35.8 11 18.0 30 26.3 
25 and above 15 28.3 27 44.3 42 36.9 
Total 53 100.0 61 100.0 114 100.0 


Let us examine whether there is significant difference between 
experience of academics and that of professionals. 
Null Hypothesis : No significant difference between experience 
(Ho) of academics and professionals. 


2 
E = ZER with 2 d.f. 


Calculation of fe : 
Experience Academics Professionals Total 
(in years) ue _} _¢ | gy 





0 — 15 42x53 271 42x61 A427 42 
(51347 7:39! 
15 - 25 11 | 30x61 305 | 30 
1144 19 
25 above „371 27 42 x 61 _ 427 42 
Total Tel u _ 114 
265 
4 19-97 ay (9-2 (as Set 
Wee Sei tee 7 xe 
19 19 19 
B-P -P e 
ERR = 5.408 with 2 d.f. 


19 19 19 
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Now for 5% level of significance, tabulated Ke values = 5.99 
for 2 degrees of freedom. 


^. Null hypothesis (Ho) is accepted and we conclude that there 
is no significant difference between experience of academics and 
professionals. 


Regarding the academic-respondents a further classification 
may be made with respect to the type of degrees awarded by their 
respective Departments / Universities. This is shown in Table 6.4b. 





Table 6.4b 
Degrees awarded in the respondents' Universities 
Degrees awarded No. of respondents 76 
B. Com 35 66 
M.B.A. 5 9 
M. Com and MBA 13 25 
53 100 


Some other degrees are also awarded from some universities 
viz : 


Degree No. of untversities 

M. Phil 2 

MEA. 1 (Saurashtra University) 
M.F.C. 1 (Delhi University) 


6.5 Analysis of the Questionnaire 


6.5.1 Objectives of accounting education 

Both the professionals and the academics were asked to give 
their opinion as to what should be the objectives of accounting 
education in India. 

Most of the professionals were of the opinion that the main 
objective of accounting education should be ‘solving business 
problems". On the other hand, according to the academics, the 
most preferred one should be "to develop human resource in the 
area of accounting in keeping with societal needs." 

Both groups of respondents, however, ranked the objective of 
"making accounting educators" last. The position is summarised 
in Table 6.5. 


T ^ . 
t Is. an Cu 
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Table 6.5 
Objectives of Accounting Education 
Objectives Acade- Rank  Profes- Rank 
mics (%) sionals (%) 

(1) Solving Business Problems 19.7 3 36 1 
(2) Financial Reporting 23.9 2 25 3 
(3) Making Accounting Educators 14.1 4 9 4 
(4) Developing Human Resource 42.3 ] 30 2 

in this area in keeping with 

societal needs 

100.0 100 


The association between the two groups in terms of ranking 
can be examined through rank correlation (R). Here the R value is 
0.4. Thus, although there is positive correlation between the two, 
such relationship is less than moderate. 

Some respondents also suggested some other objectives viz.— 

(1) making financial forecasting and financial control 

(2) providing Information System 

(3) equipping in Strategic Accounting 

(4) providing information for making economic decision, and 
(5 developing accounting researchers. 

Of these suggestions, first four, it may be stated, falls within 
the specified objective of "solving business problems" and the last 
one is typical of the fourth category of four specified list, i.e. 
"developing human resource in this area in keeping with societal 
needs." 

6.5.2 Curriculum at the P.G. level | 

Both groups of respondents were asked whether the present 
structure of curriculum at the P.G. level was satisfactory or not. 
Most of the professionals (72%) answered in the negative, whereas 
most of the academics (5156) answered in the affirmative. But the 
academics with the affirmative answer have a very thin edge over 
those with negative answers (49%). Therefore, in the overall 
analysis, ie. by taking the opinions of the professionals and 
academics together, we find that most of the respondents hold the 
view that present P.G. level curriculum is not satisfactory. 
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Table 6.6 
Whether P.G. Level Courses are satisfactory or not 
Response Academics Professionals Total 
No. % No. ? — No. 9t 
Yes 27 50.9 15 24.6 42 36.8 
No 26 49.1 44 72.1 70 614 
Did not answer 0 0 2 3.3 2 1.8 
Total 53 — 1000 61 1000 114 100.0 


The professionals were further asked to comment on the 
curricula of the professional institutes. Most of them (59%) find 
the structure of the curricula at the professional institutes 
satisfactory unlike that at the university level (Table 6.7). 


Table 6.7 
Whether Professional Courses are satisfactory or not 
Response ` Only from professionals (No.) 76 
Yes 36 59.0 
No 22 36.1 
Did not answer 3 49 
Total 61 100.0 


Regarding improvement of the latter, the professionals 
suggested the following. 

(1) All round mastery over accounting and allied subjects 
should be ensured. 

(2) Pre- or post-qualification training in the industries and dif- 
ferent business organisations must be arranged for post- 
graduate students. 

(3) Syllabi of post-graduate studies should be raised to the level 
of that of professional institutes. 

(4) Jobs must be guaranteed, so that students can work hard 
during their studies. 

(5) The primary objective of accounting education should be to 
equip the students to solve "on-line decision-making 
problems". Keeping this objective in view, the syllabus 
should be restructured. 

6.5.3 Comparison between P.G. and Professional Courses 
When asked to compare these courses, the responses from the 
professionals and academics were overwhelmingly in favour of 
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professional courses run by the two premier professional 
institutions as shown in Table 6.8. 


Table 6.8 
Comparison between P.G. & Professional Courses 


Sl. Name of Rating (with Academics Professionals 
No. the pro- Meam). apen, UTC BaHR No. oe NH 
fessional ME 
institute Mo: 
(i) At Par 12 22.5 2 4 6.6 2 
(ii) Inferior 11 20.8 3 3 4.9 3 
I ICAI (iii Superior 30 56.7 1 50 81.9 I 
(ivy Did not Nil Nil 4 6.6 
answer 
Ge answer viicavinu UH te fests alin Ippo eieiies 
53 100.0 SES 100.0 
(i) AtPar 17 32.1 2 4 6.6 2 
(ii) Inferior 8 15.1 3 4 6.6 
2 ICWAI (iii) Superior 28 52.8 l 52 85.2 1 
(iv) Did not Nil Nil | 1.6 
answer 
geg EE y 
53 100.0 61 100.0 


The composite opinion indicates clearly that the professional 
courses are treated superior to the P.G. Courses. The main reason 
behind the superiority of the professional courses is, as stated by 
the respondents, "better course content". Table 6.9 gives details of 
the opinions received. 


Table 6.9 
Reasons for superiority of Professional Courses 
Reasons Academics Rank Professionals Rank 
96 % 
(1) Legal Recognition 33.9 2 23.0 3 
(2) Better Course Content 45.1 1 50.0 1 
(3) Pre-/Post-qualification 21.0 3 27.0 2 
Training e 100.0 100.0 


The other reasons suggested by some of the respondents, 
belonging to both the groups, are mentioned below. 
(a) By the Professionals : 
(1) Lack of aduquate standards in different universities. 
(2) P.G. courses are not job-oriented. 


aU 
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(3) In P.G. courses the teachers who teach also evaluate the 
answerscripts of the students. Therefore, the judg mentis not 
neutral. On the other hand, in the professional courses, 
judgement is independent. 

(4) C.A.and ICWA students are more serious than those of P.G. 
levels, as P.G. level students have certainty of passing the 
examinations "by studying bazar note-books, and class notes 
given by their teachers". 

(b) By the acadermics : 

(1) Professional courses are job-oriented. 

(2 Better evaluation of subjects. 

(3) The professional courses include the latest developments in 
their curricula. 

(4) Examination systems of the professional courses are more 
rigorous. 

Due to the superiority of the professional courses, every year 
many students of the P.G. Courses in universities enroll themselves 
in the professional courses simultaneously. Therefore, the 
academics were asked, what percentage of their students generally 
get enrolled in the professional courses each year. Table 6.10 gives 
a brief idea. 














Table 6.10 
P.G. students enrolled into Professional Courses 
Frequencies 
Percentage of students getting Responses Percentage Rank 
enrolled in Professional Courses received (No.) 
Nil 2 3.8 35 
Upto 25% 30 56.6 1 
25% to 50% 5 9.4 2 
50% to 75% 1 1.9 5 
75% and above 2 3.8 3.6 
Did not answer 13 24.5 
Total nz53 100.00 


I 


Most of the academics (56.6%) opined that nearly 25% of their 
students get themselves involved in professional courses. 
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The academics were also requested to give their opinion 
whether the universities should continue to act as "feeders" to the 
professional institutes. While 56.3% answered in the affirmative, 
43.7% answered in the negative. 

6.5.4 Rapport between Professional Institutes and universities 

Both groups of respondents were overwhelmingly in favour 
of maintaining a good rapport between the professional institutes 
and educational institutions in the interest of development of 


accounting education in our country. Table 6.11 shows the response 
pattern. 





Table 6.11 
Rapport between Professional Institutes and 
Educational Institutions 
Response Academics Professionals Total 
No. No. No. 
Yes 40 GË 58 95.1 98 66.0 
No 13 2A.5 3 4.9 16 14.0 
Total 53 100.0 61 100.0 114 100.0 


When the academics were asked about the ways to achieve such 
a rapport between the academics and the professionals, most of 
them (54%) were in favour of inviting professionals as guest 
lecturers. Others (46%) believe that occasional seminars would help 
in the matter. 


We also received some other suggestions for achieving such 
an interface. These are given below. 


(i) Rapport with ICWAI and ICAI 
(a) CAsand ICW As should get chance to teach at P.G. level. 
(D  M.Com.students should work as articled clerks atsome C.A. 
firms for at least 1 year compulsorily. 
(c) Associating each other in course formulation and other 
academic activities. 
(d) Organising conferences jointly. 
(e) Ensuring mutual accredition and equivalence. 
(ii) LAA as a liaison institution 


(f) Indian Accounting Association (IA A) can provide a common 
platform for the two. 
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(g) IAA can formulate syllabus and "on-job training curricu- 
lum". 
(iii) Personal tnteraction 
(h) Students of P.G. Courses should personally be guided by 
some CAs. Universities may open such a cell for consultation. 
Most of the professionals opined that the organisations where 
they have been working do not have any rapport with educational 
institutions offering P.G. degrees (Table 6.12). 


Table 6.12 
Rapport of industries with educational institutions 
in some selected areas 


SI. No. Area / Response Frequency 
No. 926 
1. Recruitment of staff 
(a) Yes 15 24.6 
(b) No 41 67.2 
* Did not answer 5 B.2 
Total n=61 100.0 


2. Research for solving 
business problems : 











(a) Yes 7 115 
(b) No 48 787 
* Did not answer 6 9.8 
Total n=61 100.0 
Table 6.13 
Reasons for not maintaining rapport with educational institutions 
Jp ag he oe ee ee eee ee 
SI. No. Area /Responses Frequency 
No. % 
1. Employment 
(i) Well-defined recruitment policy 36 59.5 
and recruitment is made through 
advertisement 
(ii) Poor quality of products 2 2.8 
(iii) * Did not answer 23 377 
nz61 100.0 





182. Accounting Education in. India 


Table 6.13 (Contd.) 


SI. No. Area / Responses Frequency 
No. Jo 
2. Research 

(i) Lack of budget allocation for 7 11.5 

the purpose 
(ii) Research is not given due 21 34.4 

weightage 

(iii) Research facilities available from 22 36.1 


educational institutes do not serve 
the purpose 


(iv) * Did not answer 11 18.0 
Total n=61 100.0 


* Many respondents, especially who have answered that P.G. Courses are 
superior and at par with professional courses, avoided answering this 
question. 


The reasons for not maintaining such a rapport are, according 
to the respondents, given in Table 6.13. 


6.5.5 Co-ordination between U.G. and P.G. Levels 


Regarding co-ordination between U.G. and P.G. levels in 
framing syllabi, an overwhelming majority of the respondents 
(7O%) were of the opinion that such co-ordination does exist. 
However, 30% held a different view (Table 6.1 4). 


Table 6.14 
Co-ordination between U.G. and P.G. levels 
regarding framing of U.G. and P.G. courses 





SI. No. Response Frequency 
No. Jo 





Whether co-ordination between U.G. 
and P.G. levels exists or not regarding 


framing of syllabi 
1 Yes 37 70 
2 No 16 30 
Be A Ls PET 
n=53 100 
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Further they were asked to suggest the methods to ensure 
such co-ordination. Their suggestions are given in Table 6.15. 


Table 6.15 
Achieving co-ordination between the U.G. and P.G. levels 





Sl. Methods of co-ordination Frequency 
No. 
No. % 
1l. Through statutory bodies 18 34.0 
2. Through Committee having 20 37.7 
representatives from both levels 

3. Through informal discussions 6 11.3 
4. Did notanswer 9 17.0 

nz53 100.0 


6.5. Emerging dimensions of Accounting 

The academics were asked to state the emerging dimensions 
of accounting. According to them, these are Accounting Theory, 
Public Accountability, Management Accounting, Public Sector 
Accounting and Farm Accounting (Table 6.16). 


Table 6.16 
Emerging dimensions of Accounting 











SI. No. Dimensions Rank Frequency 
No. 76 

1 Accounting theory 3 12 18.5 
2  Publicaccountability 1 23 35.4 
A Managementaccounting 2 16 24.6 
4  Publicsector accounting B 10 154 
5 Farm accounting 5 4 6.1 

n=65 100.0 





Other dimensions suggested by some of the respondents are : 
(1) Management Control System (1) 
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(2) Security analysis and portfolio management (3) 
(3) Merger Accounting (1) 
(4) Practical business accounting (2) 
(5) Social Accounting (1) 
(6) Inflation Accounting (2) 
(7) Current Cost Accounting (1) | 
(8) Tourism Accounting (1) 
(9) Computerised Accounting (1) 
(10) Human Resource Accounting (5) 
(11) Multinational Accounting (3) 
(12) Accounting for the Voluntary Organisations and Hospital 
Accounting (1) 
(13) Accounting through EDP (1) 
(14) Comparative Accounting (1) 
[Notes :— 


(1) Figures in the right hand side brackets indicate the number of 
respondents. 
(2 <A few respondents ticked more than one area .] 


6.5.7 Teaching strength, methodology and practical training 
Many key questions were raised for seeking opinions from the 
respondents. They are : 
How many teachers do they have in their respective 
departments? 


What is the existing teacher-student ratio ? What should be 
the ideal teacher-student ratio ? 

What is the usual teaching method——lecture type or discussion 
type? Are they satisfied with the present practice ? 

Do they use audio-visual aids in teaching ? 


What stress is given in teaching with respect to conceptual 
ability and computational skill ? 
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Is pre-/post-qualification practical training necessary for the 
students to improve their standards? ls there adequate 
infrastructure in the P.G. Depts. for the purpose ? 


The replies received from the respondents are now summarised 
below. 


The number of teachers vary widely from university to 
university. But the propensity to run the departments with part-time 
teachers is very low. 52.8% of the respondents replied that their 
departments have no part-time teachers ; 34% of the respondents 
stated that their departments have, on an average, 1 to 5 part-time 
teachers. Only in 5.7% cases the number exceeds 10. 


The teacher-student ratio (TSR) also varies widely from 
university to university. Actual TSR ranges from 1:4 to 1 : 130. On 
the other hand, the ideal TSR, as per the respondents, ranges from 
1:4 to 1:75. From this wide variation, we find 1:10 to 1:25 
should be the ideal TSR, as 42.2% of the respondents are in favour 
of a ratio between 1:10 to 1:25 as ideal TSR. Regarding teaching 
method, 67.4% of the respondents stated that more than 75% of 
their classes are lecture type in nature. 24.5% of the academics 
were in the opinion that 51%-75% of their classes are lecture type. 
Audio-visual aids are rarely used during teaching. 54.7% of the 
respondents never used audio-visual aids during teaching. On the 
other hand, only 3.6% of the respondents regularly use audio-visual 
aids to teach their students. 


At the P.G. level more stress is given on conceptual ability 
than computational skill. Table 6.17 shows the trend. 








Table 6.17 
Teaching emphasis at P.G. level 
Teaching stress on 096 - 50% 51% - 75% 
Computational Skill 87.2% 12.8% 
Conceptual Ability 36.7% 63.3% 





Majority of the respondents (69.8%) conclude that the present 
teaching methods in imparting accounting education are not 


AEI — 13 
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satisfactory and they suggest the following steps for improving 
the present teaching method. 


SI.No. 


1. 
2. 


"m NP 


10. 


11. 
12. 


13. 


14. 


15. 


Frequency 
10 


H HM NGU 


U 


Suggestions 
Computerised accounting must be introduced. 
Practical training is essential. 


Industrial tours must be arranged by the 
universities. 


Students may be given chances to handle accounts 
of some depts. of the university. 


Teachers should themselves go through intensive 
training process. 


Teachers should attend refresher courses regularly. 
Introduction of case studies. 
Work-bocok method should be introduced. 


All-India linkage through correspondence courses 
by the UGC for the teachers are essential for 
updating their knowledge. 


Specialization in different branches of accounting is 
necessary. 


There should be good libraries. 


bvery Commerce Dept. should have a specialized 
laboratory with computers. 


During the examinations, interviews and group 
discussions should be introduced. 


More rapport between the teachers and the students 
is essential. — 


Teacher-student ratio must be reduced. 


Regarding practical training, 94.3% of the respondents felt that 
for the P.G. students some pre- or post-qualification practical 
training is essential. On the other hand, 84.9% of them mentioned 
that their departments have not got sufficient infrastructure for 
pre-/ post-qualification training. With respect to the steps to be 
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taken to impart practical training to the P.G. students, the 
respondents suggested the following : 


——— odds ` ` Jegen arde irr re BEEN $ NR c 
Sl. No. Frequency Suggestions 


1. 9 Industrial tours must be arranged by the department. 

2. 7 Tosend students to leading ind ustrial houses during 
summer and other vacations. 

3. 5 Link between some neighbourhood industries and 
the department is essential. 

4. 3 One or two trained persons from the industry must 
come to the university to train the students, 

5, 2 More financial assistance from the UGC or the 
university itself is needed. 

6. 2 Audio-visual techniques, group discussions and 
seminars (jointly with industrial houses) are needed. 

es ] Governmental organisations should allow P.G. 
students to visit their premises. 

B. 1 Courses should be redesigned and students should 
be asked to submit a term paper. 

9, 1 Video-film shows (like that of IGNOU) may be 


TE El EES 


6.5.8 On Library, Publications etc. 

A library is a "store-house" of knowledge. A good library is, 
therefore, essential for any academic institution. While students' 
primary concerns are no doubt text-books and reference books, 
good journals on the subject help academics and students to keep 
them updated. Similarly, publications of journals by the 
departments, publications made by the faculty members etc. are 
some indicators of development of the faculty members and their 
departments. In the liberalized environment, continuous change is 
the rule of the game. So faculty members who are the key factor 
in the processing system, cannot remain oblivious to changes in 
academic field in response to changes in the market place. Keeping 
in view these aspects, the following questions were raisid to the 
respondents : 

Do they have departmental library ? 

How much of the annual budget is generally allocated for 

books and journals ? 

How many accounting journals are subscribed ? 


NES 


nae 
CENTRAL LIBRARY. 
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Do the academics personally subscribe to any accounting 

journal ? 

Do they have a departmental journal ? Are papers published 

in such journals reviewed ? 

What is the extent of participation by departmental colleagues 

as contributors to the journal ? 

Are occasional papers published in the Departments of the 

respondents ? If so, how many of them relate to accounting ? 

Are there any other publications by the Departments ? 

How do the respondents, or their colleagues, contribute to 

other accounting journals ? 

In many universities the P.G. departments have, according to 
the respondents (50.9%), departmental libraries. Generally, books 
get priority over journals in the matter of purchase as far as 
departmental libraries are concerned. The position with respect to 
journals is very depressing. Manv.libraries do not subscribe to 
even one Indian journal (34.8%) on accounting. Regarding foreign 
journals, 65.2% of the respondents informed that their libraries do 
not subscribe to any foreign journal and 21.7% of the respondents 
reported that their libraries subscribe to only one foreign journal. 
The details in this respect are shown in Table 6.18. 


Table 6.18 
Subscription of accounting journals by the P.G. Departments 


Sl. | Number of |  |Indianjoumals | Foreign journals 


No. | journals | Numberof Percentage | Number of Percentage 
respondents ofrespon- |respondents of respon- 





dents dents 
30 65.2 
14 30.4 
2 4.4 
Nil 
Nil 
Nil | 
46 100.0 
[Notes : (i) Seven of the total fifty-there respondents did not respond to 


this question. 
(ii) Of the 14 respondents, 10 (i.e. 21.7%) answered that their 
departments subscribe to only 1 foreign journal.} 
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On the question of subscribing personally any journal on 
accounting, it appears that about half of the respondents (51%) 
does not subscribe even a single journal on accounting. 30% of 
them subscribe to only one journal on accounting. Only 19% of 
the respondents subscribe to more than one journal on accounting. 

The most popular journal on accounting, among the academics, 
is the Indian Journal of Accounting, published by the Indian 
Accounting Association, 26.4% of the respondents subscribe to this 
journal, The Journal of Accounting and Finance is the only foreign 
journal subscribed by more than one academic. 

Most of the departments of the respondents (84.9%) do not 
publish any dpartmental journal. Those published, are all annual 
and 10% to 20% of the articles are devoted to different aspects of 
accounting. 

In most of the cases the departmental colleagues of the 
respondents contribute overwhelmingly (60%-90%) to their 
departmental journals. 

Of the respondents, who publish departmental journals from 
their respective departments, barring one, everybody stated that 
the articles received for publication in those journals are reviewed. 

Very few departments, however, bring out occasional papers* 
(28.3%). Of them the share of accounting is insignificant. 

All the respondents were unanimous that their departments 
have never published any monograph on any area of accounting. 

Only 2 respondents out of 53 (i.e. 3.8%) belonging to the 
University of Saurasthra and Osmania University respectively 
mentioned that their universities had brought out research volumes. 
The other 51 (i.e. 96.2%) answered in the negative. 


* The expresion “occassional paper" did not possibly convey the actual 
meaning to many of the respondents. Some respondents gave details 
about their personal paper presented at different seminars elsewhere. 
And of the 15% who answered the question in the affirmative, when 
asked whether their departments publish any occasional paper or not, 
7 remained silent and passed on to the next question. 
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6.5.8 Participation in Seminars and Refresher Courses 

Seminars and conferences contribute significantly to the 
development of faculty members. Many new ideas, new issues 
originate from deliberations at seminars and conferences and these 
are later published in the form of papers in journals. Secondly, 
one can compare his or her achievements with those of others 
only when there are exposures through seminars and symposia. 
One of the welcoming developments in the academic field, since 
1980s, is the introduction of orientation courses and refresher 
courses, funded by the U.G.C., for college and university teachers. 
The idea is to ensure academic development through such courses. 

In view of the above, several questions were raised to the 
respondents. They relate to participation in seminars or conferences 
on accounting by the respondents or their colleagues, holding of 
such seminars and conferences by their respective departments 
during the last six years, organising orientation/ refresher courses, 
attending such courses, etc. 

Among the academics, 32% never attended any national-level 
conference. On the other hand, 74% never attended any 
international conference on accounting. The maximum number of 
international conference attended by one respondent is 5. 

Most of the departments of the respondents (58.5%) never 
organised any seminar/conference on accounting. 

Following is the list of seminars and conferences organized 
over the last six years by their departments : 





Table 6.19 
Organising Seminars and Conferences 
Year Number of Seminars / 
Conferences organised _ 
1988 7 
1989 4 
1990 8 
1991 + 
1992 I 
1993 P 
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The details of such seminars and conferences held at different 
universities are given in Table 6.20. 


Regarding Orientation or Refresher courses, majority of the 
departments of the respondents (54.7%) never organised any such 
course. But nearly 1 to 5 persons, on an average, in every commerce 
department of the respondents, participated in at least one course 
of this nature. 


Majority of the respondents’ (56.5%) view is in favour of these 
courses and they are of opinion that these courses are adequate 
to improve their standards. 


On the other hand, those who do not find these courses 

satisfactory raise the following points : 

The duration of these courses was too short. 

Most of the lectures were boring in nature. 

The resource persons were not selected judiciously. 

All dimensions of accounting do not come under the pur- 
view of refresher courses. 

Most of the resource persons hardly allow any scope for 
personal interaction. 

Audio-visual aids were hardly used. 

Low-quality course material was supplied. 

Resource persons use high-sounding words nothing to do 
with classroom teaching. 

Visits to MNCs may give good result. 

We also asked the professionals whether they feel that these 
courses are necessary for the development of the academicians. 
88.5% of the respondents answered in the affirmative and among 
them 66.2% of the respondents suggested that teachers must take 
these courses at least once in a year. 


6.5.9 Rapport between Trade/Industry and Educational Institutions 
Unlike the developed countries of the West, in India the rapport 
between the educational institutes and trade and industry is very 
feeble. But a good rapport between the industry and academic 
institutions is vital in the interest of supplying right type of products 
by the academic institutions and doing researches by the 
academicians that solve many intricate business problems. 
Therefore, the issues thrown to the respondents were : rapport 
with trade and industry for placement of students, training and 
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research grant, formulation of course curriculum etc. Suggestions 
were also sought for ensuring effective co-ordination between 
industry and academic institutions. 

According to the respondents their institutions have no rapport 
with trade and industry in the following aspects—training the 
students (67.9%), placement of the students (75.5%), research grants 
(91%). The position is shown in detail in Table 6.21. Most of the 
respondents also held the opinion that they do not get anv feed- 
back from trade and industry regarding the quality of their products 
in trade and industry. 


Table 6.21 
Rapport between academic institutions and trade and industry 
in some important areas of accounting education 











SI. No. Rapport for: Response Frequency of respondents 
No. - % 
1 Training (i) Yes 17 32.1 
(ii) No 36 67.9 
n= 53 100.0 
2 Placement of (i) Yes 13 24.5 
Students 
(ii) No 40 75.5 
| | nz 53 100.0 
3 Research (i) Yes 3 9.4 
Grant. 
(ii) No ` 48 90.6 
nae 53 100.0 





However, 25% of the respondents stated that they receive 
feedback from trade and industry about the quality of their 
products. 

Regarding co-ordination between such bodies, formulation or 
revision of course curriculum, majority (60%) of the respondents 
informed that their departments/institutitons do not consult 
representatives from trade and industry. 40% of the respondents, 





An Empirical Study 195 


however, gave a different view. The details of the latter picture 
are given in Table 6.22. 


Table 6.22 
Methods in which Trade and Industry representatives 
are consulted in formulating/revising course curriculum 
by academic institutions 








Sl. No. Methods Frequency 
No. 76 
1. Including / inviting representatives 13 44.8 
to the syllabus committee 
2. Sending proposals for their 5 17.3 
comments 
3. Organising seminar/s for the 11 37.9 
EEN PUPS D 24 ee Qi I E mentam s 
29 100.0 





[Note ` i) Although the number of respondents who consulted Trade and 
Industry representatives in formulating course curriculum was 
21 total frequency is 29 because many of those 21 respondents 
ticked more than one of the methods simultaneously. | 

Other methods suggested for ensuring co-ordination in this 
respect include the following : E 

(a) Informal consultation with representatives of industry. 
(b) Theexecutives imparting on-the-job training may be invited 
to give their views. 

An overwhelming majority of the respondents (75%) felt that 
there should be a consortium comprising representatives from all 
quarters to ensure co-ordination between educational institutions 
and trade and industry. 


6.5.10 Research 

In the previous chapter we have dealt with, in brief, some 
important aspects of research in accounting in India including a 
few case studies. In the questionnaire important questions relating 
to the number of Ph.Ds. awarded in commerce and those in 
accounting, number of dissertations published, reasons for 
unsatisfactory state of affairs, number of research projects 
completed, research funding facilities available and adequacy or 
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otherwise of such facilities and finally suggestions for improvement 
of financial position were raised. We now deal with these issues 
one by one from the perspectives of the respondents. 

Regarding the number of the Ph.Ds. in Commerce and that in 
Accounting are concerned, the respondents gave a picture that is 
broadly in line with our findings in Chapter 5. So, we do not deal 
with it again here. Majority of the respondents did not reply to 
questions relating to number of Ph.Ds in accounting and those 
published. However, they indicated their preference to reasons 
which had been suggested in the questionnaire for the 
unsatisfactory number of Ph.Ds in accounting. It appears that about 
22% were of the opinion that "lack of adequate number of suitable 
supervisors” was the most important reason contributing to the 
situation. The fact that “accounting has not yet developed as a 
complete academic discipline" was stated to be the next contributing 
factor. These are very closely followed by “inadequate research 
funding arrangements" (18%) and "lack of adequate number of 
suitable students” (17%). The position is summarised in Table 6.23. 


Table 6.23 
Reasons for unsatisfactory number of Ph.Ds in Accounting 





SI. Reasons Frequency 
No. 
No. 7b 
1. Lack of adequate no. of suitable 19 21.9 
supervisors 
2. Accounting has not yet been developed as 17 19.5 
a complete accounting discipline Nu qiiis 
3. Inadequate research funding arrangements 16 $184. 
Lack of suitable standards 15 17.2 
5. Little incentive for teachers to work as a 13 EE: 
superviser. 
6. Ph.D. degree holders in Ó— have 7 8.1 
| . no market in industry : 
! va tes | n-87 | 100.0 
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Regarding the research projects in commerce, about 7046. of 
the respondents stated that their departments had not taken up 
or completed any project. However, sixteen respondents (30%) 
gave a different picture. The position, according to the latter group, 
is shown in Table 6.24. 


Table 6.24 
Research projects completed in the departments of the sixteen 
respondents and their funding agencies 








SI. Name of Completed Funding 
No. the University Research Agencies 
Projects 
1. Andhra University 10 Regional Planning 
Comission—1 
UGC—2 
ICSSR—1 


Dept. of Human Resource 
Development—1 


Personal Funding —5 





2. Gujarat University 9 UCC—2 
| Personal—7 
3. Kumayun 5 UGC—5 
University 
4. Gauhati University 5 ICSSR—1 
UGC—1 
Ministry of Welfare 


Govt. of India—1 
Govt. of Assam—1 


Ministry of Finance 
Govt. of India—1 





5. Ranchi University 4 UGC—4 
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Table 6.24 (Confd.) 














SI. Name of Completed Funding 
No. the University Research Agencies 
Projects 
6. Kakatiya 4 ICSSR—1 
University 
UGC—3 
7. Mohanlal Sukhadia 3 UGC—3 
University 
(One still in progress) 
B. North Bengal 3 ICSSR—3 
University | 
9. Himachal Pradesh 3 UGC—1 
University 


Industries Dept., 
H.P. Govt.—1 


Internal—1 

















10. SNDT University 3 ICSSR—1 
UGCTA o- 
11. Saurashtra 2 UGC—2 
University 
12. Berhampore 2 UGC—2 
University 
13. Madurai Kamraj 2 UGC—1 
University 
ICSSR—1 
14. Madras University 1 UGC—1 
15. Manipur University ` GES UGC—1 
16. Kalyani University 1 Internal—1 





- cum — — P 


Regarding the adequacy of availability of research-funding 
facilities to the It Departments of the respondents, a large 
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majority (81%) held the view that such facilities are inadequate. 
The respondents were also asked to give their opinion as to four 
suggestions contained in the questionnaire for improvement of the 
situation. Their preferences are summarised in Table 6.25. 


Table 6.25 
Suggestions to improve research-funding facilities 











SI. Suggestions Frequency 
No. No. —< 
1. UGC financing should be increased 33 34.0 
2. Trade and Industry should sponsor 31 31.9 
research projects 
3. ICSSR financing should be increased 18 18.6 
More fund should come from State Govt. 15 15.5 
nz97 100.0 
[Note : A number of respondents ticked more than one suggestions. 


Hence n=97 although the sample size is 53.] 


The respondents were also asked to give their own suggestion /s, 
if any, for improvement of research funding facilities. Among the 
suggestions received, the following are worth-mentioning : 

(a) There should be a separate cell in each university for 
industry-university research projects. 

(b) Industries should collaborate with the universities. 

(c) Universities should give incentives, either monetary or 
non-monetary, for research. 

(d) UGC funding should be done directly instead of giving it 
through the university. 


6.17 Uniformity in syllabus 

The syllabi at the under-graduate and post-graduate levels 
vary widely among the universities in India. A uniformity in 
syllabus may contribute to balanced development of commerce 
education and may usher in a new era in the history of commerce 
and accounting education in India. Accordingly, when the opinion 
of the respondents was sought on the issue of maintaining 
unitrmity in syllabus, 91% of the respondents favoured such 
unilormity. 
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Of the respondents who preferred uniformity, about 60% felt 
the need for national-level uniformity, 23% in favour of state-level 
uniformity and 17% in favour of regional uniformity. The various 
ways for achieving such uniformity, as suggested by the 
respondents, are given in Table 6.26. 








Table 6.26 
Methods of achieving uniformity in Commerce/Accounting 
syllabi in India 
Sl. Methods Frequency - 
ey No. %e 
1. Prescribing model course by UGC 27 37.5 
2. Prescribing model course by a committee 17 23.6 
of representatives of different universities 
in the State 
3. Prescribing model course by 16 22.2 
Accounting / Commerce Association 
4.  Prescribing model course by a committee 12 16.7 


of representatives of different universities 


ina region 
nz72 100.0 





Other suggestions : 
1. Academics, trade, industry and professional bodies should 
come together. 
2. An apex institute should be established with academics, 
executives and chartered accountants. They will give a 
model syllabus. 


6.18 On the role of the UGC and State Governments 


As per the Constitution of India education comes under the 
"Concurrent List". Accordingly, both the Central Government and 
the State Governments have responsibility for its development. 
With this end in view the Govt. of India-set up University Grants 
Commission (UGC) for formulating overall policies, financing the 
development activities of the universities and regulating financial 
administration of grants released by it. On the other hand, the 
respective State Governments have control over the day-to-day 


e ëng 


^. 
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administration. According to the overwhelming majority of the 
respondents (72%) UGC and State Govts. have not been 
discharging their duties effectively. When they were asked to give 
reasons in favour of their views, they attributed "indifferent 
attitude" to be the most important factor. This along with other 
preferred reasons are given in Table 6.27. 


Table 6.27 
Reasons for ineffective role of UGC and State Governments in 
Commerce education in India 





SI. Reasons Frequency 
No. No. o6 

l. Indifferentattitude 21 35.0 

2. Lack of fund 17 28.3 

3. Absence of good relation between UGC 12 20.0 

and State Govts. 

4. Bad image created for commerce education 10 16.7 

n=60 100.0 


Other reasons suggested are : 


(1) Lackofinterest by both UGC and State Governments. 
(2) Absence of a vocal forum to force the Govt. and UGC to give 
more attention to commerce education. 
(3) State Governments do not provide fund timely. 
(4) Government does not give legal recognition to commerce 
education. 
(5) There is hardly any lobby for commerce. It is eclipsed by 
management and technical education these days. 
(6) Apathy towards commerce education as a whole. 
(7) Commerce is not recognised as a separate faculty with well- 
defined departments. 
(B) Lack of initiatives at the relevant levels. 
(9) MBAs get more preference over commerce post-graduates. 
(10) Because of recognition to professional bodies, it is thought 
that commerce students hardly contribute to the society. 
(11) State Governments are indifferent to commerce education. 
Management Institutes in States get precedence over com- 
merce colleges and universities with commerce depart- 
ments. 


AEI — 14 
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6.19 Overall suggestions 


Lastly, the respondents, both academics and professional 
accountants, were asked to give their “other suggestions for the 
study”. The idea was to get overall suggestions for improvement 
of accounting education in India. We received a basketful of 
them. But it should be pointed out here that some of these 
suggestions overlap with those provided by the respondents in 
response to other questions analysed earlier, some are mere 
repetition of some of the earlier replies given by them; some are, 
however, new in approach. After minor editing, we enumerate 
them under two groups—suggestions from the professionals and 
those from the academics—under suitable sub-groups as 
mentioned below. | 


(a) Suggestions from the professionals 
General 


1. Emphasis should be given on different aspects and branches 
of science and techniques of accounting in the syllabus of all 
courses. 

2. Self-discipline should be inculcated among the students. 

3. Students of accounting should be capable of solving prob- 
lems of business inour fast developing and changing world. 

, 


4. 


Policy-Making t F 
4. M.Coms. should be given more weightage during recruit- 
ment (e.g. B.Com., AICW A and M.Com. AICWA be treated 

at par in industries). 

5. As ACAs and AICWAs get permission to do Ph.D. in 
different universities, M.Coms. should also get some 
benefits from the professional institutes. 

6. Toimprove teaching qualities CAs and AICWAs should get 
direct entry to UG and PG faculty irrespective of their marks 
in M.Com. 

7. Atleastsix months’ out-door training should be mandatory 

at P.G. level. 

8. Student-teacher ratio at PG and UG level must be slashed. 


Post-Graduate Syllabus 


9. There should be uniform pattern of course content at the UG 
and PG levels. | 





An Empirical Study 203 


10. 


11. 


More emphasis on Cost Accounting, Management Account- 
ing, Finance, Government Accounting, Mathematics and 
Statistics should be given at the UG and PG levels. Papers on 
Capital Market and Stock Market, Computer Science, 
Portfolio Management should also be included. 


Syllabus at PG level should be such that students can solve 
business and organisational problems. 


Post-Graduate Study and Teaching 


12. 
A 
13. 
14. 
15. 
164 
17. 


18. 


19. 


Higher remuneration to teachers at PG level will attract 
better candidates to choose teaching profession. 

Internal marking should be abolished. 

laper-setter and examiner should not be the same person. 
Case stud y method of teaching should be introduced. 

More interaction between students and teachers is needed. 
At PG level it should be made mandatory for every student 
to prepare a term paper. 

University teachers should come to the business houses to 
know their problems and find solutions thereof in order to 
build up better rapport between academic institutions and 
trade and industry. 


Coordination with foreign universities will ensure better 
academic environment. 


Day-Dreaming ? 


20. 


21. 


22. 


All the professional bodies should be merged into one body 
to have common examination and training pattern. Account- 
ing professionals should have one identity like an MBBS 
doctor. 

Full time PG commerce studies should be abolished. After 
B.Com. the students should choose among CA, ICWA or CS 
course. 

A B.Com., ACA or B.Com. AICWA should get preference 
(because of his professional degree) over an M. Com., Ph. D. 
to join the faculty at PG level. 


(b) Suggestions from the academics 
On Teaching 


L 


Teachers should visit industries occasionally to understand 
the industey problems. 


a 


4. 


9. 
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Teachers should acquaint themselves with new ideas. So 
they must attend refresher courses and training programmes 
at regular intervals. 


Syllabus 

The syllabus should be changed drastically to incorporate 
emerging areas. Computer orientation and its application to 
accounting should be included at the PG level inall universi- 
ties, 

Comparative study of accounting system (of some other 
countries) should be included in the syllabus. 


Syllabus of all universities must be made uniform. 


On Policy framing 


6. 


T. 


At B.Com. and M.Com. levels students should get some 
training in industries. 

Accounting should be made a separate discipline with legal 
recognition. 

Number of students in classes must be drastically brought 
down. 

Students of M.Com. must be enrolled through a rigorous 
entrance test. 

M.Com. should have a legal and professional recognition. 
Accounting should be made compulsory in Class IX and X. 
UGC should grant more funds for accounting education, so 
that every student of M.Com. can have a computer in the 
university lab. 


On Placement 


13. 


Every university should have a placement cell for M.Com. 
students and campus interviews should be arranged for 
placement. 


On Research 


14. 


15. 


Selected universities should have advanced research centres 
and those should be identified by the UGC. 


Research should cater to the practical problems of business 
and industries rather than being ornamental. 
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16. Every university should Kave a minimum infrastructure for 
research i.e., computers, electronic typewriters, good 
libraries with various books and journals, etc. 


6.20 Concluding remarks 


The respondents took adequate pains to answer almost all the 
questions and provided us with many valuable data which earlier 
were not available in published form. This itself is no mean 
achievement. This study, it may be reiterated, provides us with a 
good account of the environment, infrastructural facilities, 
objectives of the course, structure of syllabus and emerging 
dimensions, need for rapport between different levels of academic 
administration, that between trade and industry and educational 
institutions, improvement of nature and type of research, facilities 
for research, integration of research and teaching, role of U.G.C. 
and State Governments in the matter of administration of higher 
education in the country, to mention a few. Thus, the study 
provides us with a definite direction, according to the perception 
of the respondents, which we should strive to achieve in the years 
to come. 


